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Business environment is nowadays very complex and in a status of continuous 
change. Information flood from all possible mediums makes it difficult to companies 
to differentiate from competitors. It requires more skills to be able to adapt in the sit-
uation. If they are not able to adapt it might even threat their survival. Marketing 
tools which were successfully used earlier might not be suitable on today’s world. 
The purpose of this study is to create a certain guideline and plan how the case com-
pany can adapt to its changing business surroundings. 
 
Public health care is in the state of change. Fast population aging is increasing 
amount of patients in Finnish hospitals. Current structure is under pressure and needs 
corrective actions which started already by former government. Case company has 
been functioning successfully in hearing care market which is facing changes in the 
near future. To adapt to the future development it needs to rearrange its functions to 
be able to continue business successfully.   
 
This study is structured around four questions: Where are we now? Where do we 
want to be? How we will get there? Did we get there? Case study method was chosen 
to be able to deeply understand the process. Case study also illustrates the research 
process and ties it strictly to business environment. Marketing strategy process is 
based on analysing surroundings and company itself. In these analyses I used many 
different models for example Porters five forces and scenario analysis. 
 
Data collection methods are qualitative due to the nature of the research. Focus is on 
documents, archival records and interviews. I interviewed three persons which have 
long and versatile experience from hearing care market. Interviews were analysed 
through content analysis method.   
 
The outcome of this study is a marketing strategy which is a guiding tool how the 
company will function in the changing environment.   
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1 INTRODUCTION 
Approximately 15 % of world’s population has some degree of hearing loss. Mainly hear-
ing problems starts after 60 years of age but there are already signs of it after turning 50 
years. The problem originates from the degeneration of cochlear nerve and labyrinthine 
fistula. Problem is very common and relates to aging and it is estimated that around half of 
the population over 75 suffers from it in certain stage (Salonen 2013, 11).  
 
Hearing loss is an issue which involves many people. It is not just the actual person who 
suffers hearing problems but it also has affection on the surroundings. Families, colleagues 
and friends are also touched by this problem when communicating with a person who has a 
hearing loss. At first the problems usually concern the social life. You do not hear well in 
noisy environments like restaurants, shops and large meetings. Then you start to avoid 
these occasions. This stage will take on average seven years before you seek help and start 
using a hearing aid. 
 
Population in Finland is aging and this development is fastest in Europe at the moment. It 
challenges the existing health care system. In this economic situation financing of health 
care need to be restructured. It will raise prioritising questions like where to allocate more 
resources and which functions could be arranged some other way. What part of the health 
care should be operated through public sector and are there processes which could be man-
aged by private companies? This has been an ongoing process for couple of years and 
some practical solutions and processes have already been developed.  
 
Phonak Finland is a company which provides hearing care services. Market where Phonak 
operates has been steady for many years but in the future there are some question marks 
because of the above mentioned reasons. How to adapt in changing environment? Should 
Phonak focus on certain operations and is there anything where to withdraw? These are 
strategic questions which have an effect in every level of the company and therefore needs 
careful consideration.  
 
This study is about how to create a marketing strategy in changing environment and what 
are the reasons why marketing strategy should be created in the first place. It is also an il-
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lustration of the situation where a company needs to choose what will be the leading 
thought which to follow. 
 
For practical reasons I will do the research in Phonak Finland where I am working and that 
way I am able to study the process in practice and get proper feedback on time. As part of 
the results of this study will be very critical information for the company therefore I need 
to present some results as an appendix of this study and these will not be publicly availa-
ble. 
2 BACKGROUND 
2.1 Hearing service markets 
Market for hearing care in Finland is in a state of change. Historically hearing care in Fin-
land has been executed by the governmental hospitals. Even now around 90 % of the hear-
ing aids are dispensed through these hospitals.  
 
Finnish population is aging and the aging development is fastest in Europe. According to 
Central statistical office In July 2012 population of over 65 years old reached one million 
(Yli 65-vuotiaita... 2012). This aging development challenges society in many levels. The 
work for arranging the health care services in new way has already started by the former 
government with SOTE reform but as we all have seen from the news it has been very dif-
ficult. 
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Figure 1. Population maintenance relation in 1950–2011 and forecast for 2012–2050 (Väestöllinen huoltosu-
hde 1950-2011... 2015) 
 
The problem with Finnish health care is the multichannel financing. There are many differ-
ent instances involved in different levels. State, municipalities, KELA and private quarters 
like households and insurance companies participate on financing. This makes the system 
very complicated and unequal. The efficiency also suffers from the fragmented structure.  
 
The cost of health care is rising in fast pace. Complex technical solutions for different sur-
gical operations are very expensive. Efficiency of the hospitals is not in a best possible lev-
el. As the population is aging and the expected lifetime is increasing the demand for health 
care services will rise in the near future. This means that present health care system is chal-
lenged and needs to be restructured.   
 
Hearing aid services are classified as a special health care treatment. It means that service 
is provided on the central hospital and university hospital level. Usually patients are diag-
nosed to have hearing problems by general practitioners who will give referral to hearing 
center of central hospital in local health district. The hearing specialist will then examine 
the hearing and provide an audiogram from the patients hearing. According to the audio-
gram the hearing device will be fitted for the patient, which basically means choosing the 
right hearing aid and programming it suitable for the type and level of hearing loss.  
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In March 2005 statutory care guarantee came into effect. It meant that in unhurried care 
situations patients are guaranteed to have a medical care in special care treatment within 6 
months (Laki kansanterveyslain muuttamisesta 855/2004). Before the guarantee in worst 
cases the patient needed in some municipalities wait more than a year to get the treatment 
for their hearing loss. When the guarantee became lawful the central hospitals started to 
correct the situation by outsourcing the fittings to private clinics. Audionoms in some hos-
pitals changed to private business and opened private practices specialising on hearing aid 
fitting.  
 
Nowadays the cost pressure is one of the main aspects to direct the resource planning in 
governmental hospitals which has led them to outsource their fittings more. Now the fit-
tings are managed with tender offer system to save the expenses. In this situation to win a 
bid the private fitter needs to offer as many fittings as possible to reach a profitable level. 
Increasing amount of fittings has had a negative effect on the service quality. Cost pressure 
and the outsourcing have forced the hospitals to reorganise their functions to adapt to the 
situation. Hearing aids are purchased through tender offers where price is nowadays the 
only criteria how the suppliers are chosen. In tightening competition the hearing aid pro-
viders offer economy class hearing aids to tender to be able to win a bid and sign the 
agreement. Organisational arrangements and tight competition on tenders have also affect-
ed negatively to hospital service quality and to the quality of hearing aids dispensed from 
the hospitals.  
 
Above mentioned reasons has led to situation that some people have started to buy their 
hearing aids and hearing services straight from the importers and private clinics to get state 
of the art hearing aids and top quality service. 
2.2 Unit of analysis 
The company in this case study is Phonak Finland which is a Tampere based provider of 
hearing care solutions. It is focused on Finnish wholesale market of hearing aids and hear-
ing care solutions. Lately it has started to provide these services also to end-users. 
 
Phonak Finland is a subsidiary of Sonova Group which is the global manufacturer of hear-
ing care solutions. Company was founded in 1947 in Zürich under name AG für Elektroa-
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kustik. Today Sonova sales is 2,035 billion CHF and it employs over 10 000 people in over 
90 different countries (Website of Sonova, 2015).  
 
Today Sonova operates through four core brands: Phonak, Unitron, Advanced Bionics and 
Connect hearing (figure 2). Phonak is the oldest brand for Sonova. It introduced the first 
behind-the-ear (BTE) hearing aid, Super-Front in 1978. It was in frontline on digital sound 
processing as it introduced first fully digital hearing aid Claro in 1999. Phonak also holds 
strong position on wireless assistive devices, which are supportive products for hearing 
aids in challenging hearing situations like on the phone, watching TV or noisy environ-
ment. 
 
Figure 2 Sonova Brands 
 
Unitron is originally Canadian hearing aid brand which holds its headquarters at Kitchener 
Ontario. Unitron was acquired to Sonova in year 2000. Back then it was the 7th biggest 
hearing aid provider in the world as Sonova (Phonak at the time) was the 5th. This was a 
big step for Sonova to reach the top level in global hearing aid market. Unitron was also 
seen very attractive acquisition as it holds strong position in world’s largest hearing aids 
markets in US (Website of Unitron, 2015). 
 
Advanced Bionics is a producer and seller of cochlear implant systems in the world. It is 
founded in 1993 in California by an entrepreneur Alfred E. Mann. Its core focus is on cre-
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ating implantable devices for severe hearing loss. Sonova acquired company on 2009 
(Website of Advanced Bionics, 2015). 
 
 
Figure 3 Cochlear implant 
 
Cochlear implants are used for profound hearing loss or severe hearing problems when the 
ordinary hearing aid does not help. Cochlear implants are electronical devices which by-
pass the damaged part of inner ear and provide electronical impulses directly to auditory 
nerve (figure 3) (Website of Advanced Bionics, 2015).   
 
Connect hearing group is Sonovas main retail brand focusing on providing hearing services 
directly to the public. Connect hearing is a hearing care professional service network which 
also works through few national brands for example Audium in Scandinavia, Hansaton in 
Germany and Boots hearing care in UK (Website of Sonova, 2015). 
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3 THEORETICAL FRAMEWORK 
“Whatever failures I have known, whatever errors I have committed, whatever follies I 
have witnessed in private and public life have been the consequence of action without 
thought.” 
Bernard M. Baruch 
 
Theory is very often defined by analysing the distinction between theory and practice. I 
hold more the opinion that there should be tight linkage between these both concepts. 
Above is a quote from American statesman Bernard Baruch about essence of strategy with 
concepts thinking and action and I think that on this quote thoughts equals theory and ac-
tion equals practise. Theoretical framework is a backbone of this study which gives straight 
guidelines how to proceed. 
 
In this chapter I will first define the main concepts related to this study before introducing 
the framework based on four elementary questions. Then I will present the analysis and 
models which I will use as tools during the process. 
3.1  Main concepts and definitions 
Significant part of the theoretical framework is the main concepts. People perceive and 
build understanding of the world through concepts. Here I will present the main concepts 
concerning development of marketing strategy. These concepts are strategy, marketing 
strategy and competitive advantage.  
3.1.1 Strategy concept 
The word strategy can be originated from the Greek word strategos which means a general 
in command of an army (West, Ford and Ibrahim 2010, 36). Strategy is historically a mili-
tary related term which is later adapted to business. It was first said to be appeared in busi-
ness literature in 1952 by Professor William H. Newman. In the beginning the term was 
used to describe plans how to achieve organisational goals. Later it was defined as a set of 
rules to guide the organisational behavior (Ansoff 1988, 78). The base for this definition 
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was derived from decision making theories. It means that company needed to do strategic, 
operating and administrative decisions to achieve its objectives. Strategy was said to be 
deliberate and could be executed in stable strict way. 
 
Next step was to add new dimension to strategy thinking, the change. Business world has 
turned out to be more complex, faster developing and with a more frequent changes. This 
requires great ability to adapt to ever changing conditions. Henry Mintzberg, a Canadian 
academic, introduced his 5 P’s of strategy model where he defines strategy in 5 different 
categories (Mintzberg 1987, 11): 
 
1. Plan 
2. Ploy 
3. Pattern 
4. Position 
5. Perspective 
 
Mintzberg argues that strategy can be a plan, some kind of guideline to deal with the situa-
tion. Plan is processed in advance and developed consciously and purposefully. This is 
very conservative definition of strategy and in this case term deliberate can be used to de-
scribe the nature of the strategy. Strategy is also a ploy, a specific move intended to defeat 
a competitor.  
 
In next category Mintzberg extends the definition when he states that strategy can also be 
pattern in a stream of actions. It means that it can be a certain behavior whether it is in-
tended or not. The core of this thinking is that as a plan strategy is nothing until it is real-
ized. That way the focus is on action or pattern of actions as he argues and can be intended 
as a strategy even though it is not planned. This strategy type he calls emergent strategy 
opposite of deliberate. I understand it in the way that for example in the fast changing vivid 
business environment where competition is strict, the operations are formed to certain pat-
tern in order to overcome competitors even though there is no preceding plan.   
 
Mintzbergs fourth definition is that strategy can be a position meaning that strategy is to 
locate the organisation to the certain place in the environment. He also states that strategy 
is therefore “mediating force” between the organisation and the location. It could be a plan 
to establish a plant to the environment where certain raw material, which is essential for 
production, is easier to acquire.  
13 
 
Last category is that strategy is a perspective. It means that strategy is a way how the indi-
viduals, who form the strategy in the organisation, perceive the world. For example some 
organisations are formed focusing in marketing, others can be focus on engineering to cre-
ate winning product and some companies focus on building production as efficient as pos-
sible to overcome the competitors. Mintzberg emphasize here that strategy is an abstraction 
which exists in the minds of interested parties but the important part is that this perspective 
is shared among the organisation (Mintzberg 1987, 16).  
3.1.2 Marketing strategy 
Marketing is essential part of the organisational strategy. The object of the strategy is often 
related to customers, products, competitors and the markets and in this sense these are the 
operators with which the marketers interact in their every day job (Aaker 2008, 15).  
 
Marketing strategy was earlier defined merely as how product, price, promotion and distri-
bution (the marketing mix) should be used to achieve the marketing objectives (West, Ford 
and Ibrahim 2010, 40). That was more like creating a basic marketing plan. Later the defi-
nition was enlarged to cover also more strategic concepts of marketing like segmentation, 
positioning, product life cycle, market share and competition. Marketing strategy was seen 
as means to identify the target markets through these concepts and that way direct the mar-
keting mix activities to right direction. Also the competitive advantage, which will be de-
fined in more detailed way in next chapter, was added as an important part of the market-
ing strategy.  
 
Mooradian, Matzler and Ring define marketing strategy in a form of 6 questions (Mooradi-
an, Matzler and Ring 2012, 2): 
 
1. Who the firm will serve (customers, segments) 
2. When the firm will serve (what “occasions” the firm will target) 
3. Where the firm will do business 
4. What needs the firm will meet 
5. How the firm will serve those customers and needs 
6. Why the firm will do these things 
 
These questions are giving answers to what are the two essential marketing strategy con-
cepts: target segments and competitive advantages. Mooradian et al. adds here also a third 
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dimension which they call singularity. It means that marketing strategy should be unique or 
singular meaning it should be “different from the competition’s in some way that some 
segment of customers will value” (Mooradian, Matzler and Ring 2012, 2). 
3.1.3 Competitive advantage 
Charles Darwin already defined what competitive advantage is in his evolution theory. He 
stated that most successful individuals are those who have competitive advantage over the 
others (Wilson and Gilligan 2005, 396). Competition is also the main concept which de-
termines business success or failure. Main goal is to outperform the rivals by creating a 
competitive advantage.  
 
Michael Porter states in his book about the competitive advantage that it is value which the 
company creates for the customers and which exceeds the cost the company is paying 
when creating it (Porter 1998, 3). Value is what the customer is ready to pay from the 
product. According to Porter there are two different motives which drive the customer for 
purchasing the product: lower price as compared to other products or a product with supe-
rior benefits compared to other products. These are the characteristics which Porter sug-
gests which would be the main strategies to achieve competitive advantage and which he 
calls generic strategies: 
 
1. Overall cost leadership 
2. Differentiation 
3. Focus 
 
I will present Porters generic strategies more thoroughly in next chapter. 
 
Essence in Porter’s definition is the value and he establishes it from his value chain analy-
sis (Porter 1998, 36). He categorises organisational functions to nine activities which are 
either primary or supportive activities. Primary activities concerns bringing in the raw ma-
terials, turning them in to product, distributing, marketing and selling the products and fi-
nally the after sales service. Supporting activities mainly enables the primary activities to 
function properly.  Idea on Porters value chain analysis is to identify the activities and fo-
cus on their cost management and performance individually to create the competitive ad-
vantage. More on value chain analysis in next chapter. 
15 
 
One of the main points in Porter’s thinking about competitive advantage is sustainability. 
Competitive advantage should be sustainable compared to competitors. It should be some-
thing that is not so easily imitated (Porter 1998, 20). If the competitive advantage is simply 
formed for example from a product it could be easily copied by the competitors and erode 
the profitable market very quickly.  
3.2 Strategic analysis and models 
This study will be structured and followed by widely used strategy framework by present-
ing answers to four questions: Where are we now, where do we want to be, how we will 
get there and did we get there?   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 4 Strategy framework 
 
Where are we now? 
  
Where do we want to go? 
• Definition of competitive advantage 
 
 
• Definition of objectives 
 
 
How we will get there? 
• Choosing generic strategy 
 
• Tactics 
 
 
Did we get there? 
• Evaluation 
 
 
 
 
Strategic analysis 
External Internal 
Value chain analysis & SWOT 
Customer segmentation & scenarios 
Porter’s five forces 
Marketing mix 
Budget, segment reporting 
Market research 
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First question indicates the situation were company should be fully aware about the sur-
roundings where they function. It is the base layer where the future strategies are con-
structed. This knowledge can be obtained by performing strategic analysis from business 
environment and internal resources. It is divided to two different dimensions: external and 
internal analysis. 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 5 Strategic analysis 
 
External analysis (figure 6) consists of company’s external environment. Customer analy-
sis covers thorough breakthrough of company’s customers where main point is the custom-
er buying behaviour and buying process. Customers will be assessed through segmentation 
analysis. 
 
 
 
 
 
 
 
 
 
 
 
Figure 6 External analysis 
Strategic Analysis 
External analysis 
• customer analysis 
• competitor analysis 
• market analysis 
• environmental ana-
lysis 
Internal analysis 
Resource based ap-
proach 
• resources 
• capabilities 
 
External analysis 
• Customers  
 
• competitor analysis 
 
• market analysis 
 
 
 
• environmental analysis 
Segmentation 
Porter’s five forces 
PEST 
SWOT 
Scenario analysis 
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The first point of competitor analysis is identification of the main competitors. Mapping of 
possible potential competitors and new entries is the next step. Also there will be assess-
ment of their strength and weaknesses. 
 
Market will be analysed based on its size, competitiveness and profitability. Market com-
petitiveness will be inspected through Porters five forces of competition model (Porter 
1980, 5).  
 
Last of the external analysis concerns the assessment of the environment. Environment 
analysis will be based on PEST and scenario analysis.  
 
 
 
 
 
 
 
 
  
 
Figure 7 Internal analysis 
 
Internal analysis (figure 7) is focusing on the company resources and capabilities. As the 
main focus is to create a marketing strategy with competitive advantage the internal analy-
sis in form of strengths and weaknesses will be based on the threats and opportunities in 
the market. Company resources will be studied with Porters value chain analysis. 
 
Second question, where do we want to be, focus on strategy formation. Mooradian, 
Matzler and Ring define four steps to strategy formation; identifying competitive ad-
vantage, segmenting, targeting and positioning (Mooradian, Matzler and Ring 2012, 29). 
Competitive advantage is something that company does better than its competitors. Seg-
mentation is to divide mass of customers to customer groups of different characters to be 
able to manage it easier. In next chapter there is wider information about segmentation. 
Customer segmentation is the base of defining targets and positioning the product at the 
market. 
Internal analysis 
Resource based approach 
• Resources 
 
• capabilities 
 SWOT 
Value chain analysis 
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Third question, how we will get there, focus on selecting and implementation of the mar-
keting strategy. Strategic options are discussed through Porters model of three generic 
strategies (Porter 1980, 35).  
 
Main theme in implementation of marketing strategy is marketing mix. Marketing mix is a 
concept derived from Jerome McCarthy’s paradigm of 4 P’s of marketing.  
 
Last question, did we get there, emphasise on controlling and evaluation of the marketing 
strategy. It will be based on managerial controlling methods and evaluation through budg-
eting tools. 
3.2.1 Customer segmentation 
Buyers are different in the way they do the purchasing. There are different needs, loca-
tions, practices how to buy, resources etc. To be able to cope with larger buyer masses and 
serve the customers better marketers divide the buyers to different groups, segments, which 
are homogeneous and holds similar characteristics. Segmentation will answer the question: 
What customers will we serve (Kotler & Armstrong 2012, 190)? 
 
Customer segmentation in consumer based business is basically done by analysing cus-
tomer characteristics. Characteristics can be specified by identifying certain variables that 
describes the customer characteristics (Winer & Dhar 2011, 90). These variables in con-
sumer markets fall to four major categories presented in figure 8. 
 
Demographic segmentation split markets in different segments based on the variables age, 
race, ethnicity, income, education, occupation family size, family life cycle, religion and 
social class. Demographic segmentation is the most usual way to segment the customers as 
these characteristics are easier to measure (Kotler & Amstrong 2012, 191). Psychographic 
variables divide buyers by personality attributes, motives and lifestyles. Marketers try to 
appeal by building a picture of certain products being part of certain lifestyle, personal 
characteristics or patterns of living. For example certain types and brand of clothes are 
linked to people who do snowboarding. Geographic segmentation divides the markets by 
different geographical units. Companies localise their products, advertisement, promotion 
and sales to meet the needs of these areas. Behavioural segmentation divides buyers how 
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they response and use the products. Some buyers purchase the product in bigger numbers, 
some are loyal to brand, some sought for benefits etc. 
 
 
Figure 8 Consumer market segmentation variables 
 
Segmentation for organisational customers is done the same way as it is done for consum-
ers meaning analysing the customer characteristics and variable which describes them. Be-
cause the buying behavior is little bit different compared to consumers the industrial varia-
bles are divided to 5 categories: 
 
1. Demographics. Company size, industry type, geographic location, number of em-
ployees. 
2. Operating variables. Dimension of customer’s operations. For example what tech-
nologies customer is using, how many of your services/products customer is using 
etc. 
3. Purchasing approach. Which customers focus on price, which on quality? Which 
customers have centralized their purchasing, which customers buy by site?  
4. Situational factors. Customer’s delivery speed needs, order size needs or particular 
uses of the product 
5. Personal characteristics. For example customers attitude to risk taking -> early buy-
er of new technology. 
 
(Winer & Dhar 2011, 130) 
 
There are several ways of segment the customers but it needs also to be useful. Kotler de-
fines five different requirements for effective segmentation (Kotler & Amstrong 2012, 
208): 
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1. Segments should be measurable. The size, purchasing power and profiles of seg-
ment should be measurable. 
2. Accessible. The markets segments can be reached and served. 
3. Substantial. Segments are large or profitable enough to serve. 
4. Differentiable. Segments respond differently to different marketing acts. 
5. Actionable. Effective programs can be created to serve and attract segments. 
 
When the segments are defined they should be evaluated. Evaluation is done by collecting 
existing business data on the segments. How much they have created sales, what are the 
growth rates, what is the profitability etc. Segments should also be examined from struc-
tural point of view meaning considering their attractiveness. Segments could be even ana-
lysed by using Porters five forces analysis. What is the competitive situation in the seg-
ment? Are there possible substitute products? Do the customers have strong bargaining 
power (Kotler & Amstrong 2012, 209)? 
 
Finally company should also consider the segments from their resources point of view and 
how they match their long term targets. There is no point to focus on a large segment if 
there are not enough resources to manage it. After evaluation company will select the suit-
able amount of segments as a target. 
3.2.2 Porter’s five forces 
One of the elementary tasks when creating a strategy is to position the company to its envi-
ronment. Structure of the business environment determines the possible goals and strate-
gies for the company. It has also a strong influence on a long run profit possibilities.  
 
Michael Porter introduced in his book competitive strategy the five forces which define the 
state of competition in an industry (figure 9). 
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Figure 9 Porter’s five forces of competition model (Porter 1980, 5). 
 
These five forces determine the structure of an industry. Porter states that the main strate-
gical goal is to position itself on the industry in a way that a company is able to defend 
against these forces and influence them for its own favour (Porter 1980, 4). According to 
the Porter the positioning should be done by identifying these forces from the market and 
reflecting them against own strengths and weaknesses. By presenting these forces he wants 
to extend the concept of competition wider than the traditional definition including not just 
competitors but also customers, suppliers, substitutes and potential entrants to the same 
picture (Porter 1980, 6).  
 
Companies seek for new markets to expand their market share. Usually new entries come 
to the market with substantial strength by offering new capacity. Goal is to gain market 
share and the main way to do that is to reduce prices which will change the balance of the 
market. Entering depends what are the barriers of the market for new entry. 
 
 
Industry 
competitors 
Rivalry among 
existing firms 
 
Potential entrants 
Suppliers 
Buyers 
Substitutes 
Bargaining power 
of suppliers 
Bargaining power 
of buyers 
Threat of new 
entrants 
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Porter defines 7 major sources of barriers to entry (Porter 1980, 7): 
 
1. Economies of scale 
2. Product differentiation 
3. Capital requirements 
4. Switching costs 
5. Access to distribution channels 
6. Cost disadvantages independent of scale 
7. Government policy 
 
Economies of scale mean the cost advantage achieved by producing larger amounts and 
that way decreasing unit costs. Company can enter to the market on large scale and use full 
benefit of the cost effect which might end in fierce rivalry from existing competitors. An-
other mode is to enter small scale and accept the cost disadvantage. There is also other cost 
disadvantages which can be barriers for entry and which does not necessarily depend on 
economies of scale. For example products which are protected with patent rights work as a 
cost based barrier for new entry. Product differentiation means that existing rivalries have 
already achieved position for their brand through long term marketing activities. New entry 
might need to spend heavily on creating brand awareness and to overcome existing cus-
tomer loyalty. Entry on new market can also demand heavy capital investments to com-
pete. Cost for customer to switch existing product to a new may also be a barrier for a new 
entry. Governments can also through their operations create barriers to entry. They use li-
censing and quotas to limit the number of the players in the market.  
 
Rivalry among existing firms in the market takes different forms for example price compe-
tition, advertising battles, extended warranties, increased customer service and product in-
troductions. It occurs when companies try to look for better position on the market (Porter 
1980, 17). When doing this the companies form a pattern of action and reaction which 
makes them dependent on each other. For example in situation like price competition the 
cuts in prices are spread among the rivalries rapidly.  
 
Porter states that tight rivalry is result from markets structural factors (Porter 1980, 18). 
When there are numerous amounts of rivalries in the business the competition is probably 
tight. It can also be tight among smaller amount of companies in case if they are approxi-
mately same size and compete on the same resources. If the market growth is slow the 
competition on market share will also be tight. When there is slight possibility to differen-
tiate products and switching costs are very low likelihood for tight competition is high. 
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High exit barriers may also have an increasing effect on competition. If the business re-
quires specialized assets with high cost of transfer or there might be costly labour agree-
ments the companies will tolerate lower profitability which increases the competition. 
 
Substitute products are products that can perform the same function as the existing prod-
ucts in the market. They limit the profits what the companies are able to get from the mar-
ket. Substitute products become attractive when the prices of the existing products increase 
over the level where substitutes are affordable (Porter 1980, 23). Profitability of the market 
is dependent on the position of substitute products. To improve the profitability of the 
market means that companies should collectively position their products in relation to sub-
stitute products. Positioning could mean for example collective actions on advertising the 
existing products or improvements on product availability. How to identify increasing 
threat of substitute products? Increasing quality of substitute products is increasing the 
threat. For example increasing quality of networks provided by telecom companies has im-
proved availability of movies and music for customers significantly. It has been a severe 
threat for the film rental businesses. The changes in switching costs for the customers will 
also increase the threat. The lower the switching cost the higher the threat. 
 
Buyers exercise bargaining power by pressing down price level, demanding superior quali-
ty, ask for more services and play the suppliers against each other. Buyer’s power on the 
market depends on its market situation and what is the relative importance of its purchases 
compared to its overall business (Porter 1980, 24). Buyer is powerful if its purchases con-
sists a relative large share of sellers sales. Also if the product sold in the industry repre-
sents a large fraction of buyer’s costs or purchases. In that case the buyer will focus more 
on the purchases to get best possible price and that way increase the competition. If the 
products are standard, undifferentiated and the switching costs are low the buyer may easi-
ly choose alternative products. If the industry offers low profit the purchasing costs will be 
pressed down which will increase the competition. Buyer can also threat with backward 
integration by intending to produce the product itself and that way compete with the exist-
ing sellers. If the product is unimportant or does not have a significant effect to the quality 
of buyer’s product it will increase competition In this case it is fairly easy for the buyer to 
find an alternative product (Porter 1980, 25).  
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Suppliers exercise bargaining power by threatening to raise the prices or lower the quality 
of the products. If there are just few powerful suppliers and numerous fragmented buyers 
the suppliers can dominate the industry and increase the competition. If the industry is not 
important customer for the supplier and customers are more independent on supplier’s 
products the supplier exercises bargaining power. Also when supplier’s product is im-
portant for the buyers business the competition will increase. Supplier can also differenti-
ate its products and build switching costs into the products and that way decrease buyer’s 
opportunity to seek for alternative products (Porter 1980, 28).  
 
After analysing the five forces of the competition in the industry the company needs to de-
fine their strengths and weaknesses. These results will give guidelines how to position the 
company in the industry and how to adapt against the different competitive forces.  
3.2.3 PEST 
The general context of the environment where company or brand operates has significant 
effects on company strategies. Companies need to know what is going on their business 
environment. As this context is fairly large and very complex it needs logical tool to go 
through the important elements. PEST framework is a suitable tool to analyse company 
overall surroundings. PEST is an acronym from political, economic, social and technologi-
cal environments.  
 
Political environment shapes up the surroundings where companies operate. It creates the 
legislative framework where companies and individuals act. Strategist should be aware of 
the political and legislative environment and especially how it will develop in the near fu-
ture. The key issue is to determine, what will be the main political and legislative factors 
that might affect the industry in forth coming years (Mooradian, Matzler and Ring 2012, 
68).   
 
As political environment also the economic environment have a remarkable effect on the 
company surroundings. Economic variables such as inflation rate, unemployment rate, 
government debt, interest rates etc. indicates the shape of national economy and also forms 
the political and legislative development. Economics have nowadays remarkable effect on 
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political decision making. Marketing strategist should be aware of the economic situation 
and its impact on political and legislative structures. 
 
Social and cultural aspects form the framework of our everyday life. We use manners, so-
cial norms and values when we try to understand and explain the surroundings. These are 
the facts that also shape our consumer behavior which makes them highly important for 
marketing strategist to understand (Mooradian, Matzler and Ring 2012, 69).  
 
Marketing strategist should also be aware of the technology and innovations. Technologi-
cal progress has had deep effect on our society in recent years. Computers and mobile 
technology are said to cause industrial revolution which has changed our working culture 
and everyday life. As population is aging in western countries technology development is 
changing health care industry as new innovations are making the life of elderly people eas-
ier.  
3.2.4 Scenario analysis 
Scenario can be defined as description of possible future situation. It can also be defined 
broader as being more like a description of development of paths and driving forces which 
lead to certain future situation (Kosow & Gassner 2008, 11). Porter defines scenario as 
“discrete, internally consistent views of how the world will look in the future, which can be 
selected to bound the probable range of outcomes that might feasibly occur” (Porter 1980, 
234).  
 
Scenario analysis is a tool to use for studying the possible future predictions. Scenario is 
not just an image of the future. The focus in scenario analysis is more on the causal pro-
cesses which might result a certain future image (Kosow& Gassner 2008, 11).  
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Figure 10 Phases of Scenario analysis 
 
Scenario analysis is basically done in four steps (Figure 10). It starts with defining the 
scope of the scenario. What will be the purpose why scenarios are built? What are the lim-
its for scenario building? What are the subjects to be left out of the scenario building? As 
in every research it is also important in scenario analysis to set the limits what to investi-
gate in order to keep up the rigour (Kosow& Gassner 2008, 26). 
  
Second phase sets the basement for the scenario analysis. Key factors are different varia-
bles, drivers, developments and trends which basically form the scenario. Identification 
and analysis of these key factors is usually the most time consuming phase of scenario 
analysis. It is usually done in form of certain desk research. Information can also be gath-
ered through workshops or surveys (Kosow& Gassner 2008, 27). In this research I will 
conduct few in-depth interviews to gather information mainly for the external analysis. 
This information will also be used here to identify the key factors for different future sce-
narios in hearing aid markets.  
 
Third phase is to form the scenarios. Scenarios are built by working with the key factors 
and condense them into a sort of possible future development, a scenario. The number of 
scenarios should be limited so that the process is manageable and focus stays on the core 
matters. Usually there will be two to three scenarios build. Aaker suggests three different 
scenarios: optimistic, pessimistic and most likely (Aaker 2008, 92).  
 
Last phase in scenario analysis is to relate the result in to action. Idea is to test for example 
the existing strategy to different scenarios (optimistic, pessimistic and most likely one) to 
be able to find the strength and weaknesses of the strategic choice. Other way is to choose 
one scenario and build the strategy based on the facts and trends of that possible future 
prediction. 
Defining 
the scope 
Key factor 
identification 
and analysis  
Generating 
scenarios 
Scenario 
transfer 
27 
 
3.2.5 Value chain analysis 
Foundation in Porter’s value chain analysis is that competitive advantage should be under-
stood by analysing company activities thoroughly. He points out that company should not 
been seen only as a whole but the analysis need to be done on more detailed level. Porter 
links his generic strategies closely to value chain analysis by stating that cost advantage 
and differentiation can be based on these analyses (Porter 1998, 33). He states that for ex-
ample a low cost distribution system or a superior product design can be developed 
through analysing systematically the basic business activities. These business activities 
should be studied through strategic perspective.  
 
Company’s value chain is part of the value system where its activities are closely linked to 
for example supplier’s activities. This can also be seen that company’s activities are linked 
to buyer’s value chain. Porter points out that understanding these linkages also is a source 
for competitive advantage (Porter 1998, 34). Value chain should be constructed in business 
unit level so that the perspective is not too wide. 
 
Porter’s thinking in value chain analysis is based on the amount which buyer is willing to 
pay to the company for a product or service. Value is measured as revenues and to be a 
profitable the company needs to create more revenues what is the cost of creating a prod-
uct. Value chain analysis illustrates this total value where activities are physical and tech-
nological activities which company performs and margin is the difference between total 
value and cost of these activities (figure 11).  
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Figure 11 Porter’s value chain analysis (Porter 1998, 37) 
 
Porter divides activities to primary and support activities. Primary activities consist of 
physical creation of the product, sales, transferring to buyer and after sales service. Support 
activities support the primary activities. Porter divides primary activities to five generic 
activities which can be derived in every company (Porter 1998, 39): 
 
1. Inbound logistics. Receiving, storing and internal transportation of the product 
2. Operations. Production, assembly, packaging, equipment maintenance, quality as-
surance and all other inputs related to producing the product. 
3. Outbound logistics. Distribution of the product (picking, packing, order processing, 
delivery to the customer). 
4. Marketing and sales. Market segmentation, targeting, positioning, sales manage-
ment, advertising, product and brand management. 
5. Service. After sales service, repair and maintenance, customer training.  
 
Support activities can be categorized to four generic activities: 
 
1. Firm infrastructure. Planning, finance, quality control, accounting, information 
management etc. 
2. Human resource management. Recruitment, training, development and compensat-
ing people. 
3. Technology. Research and development, product design, process improvement, IT 
development. 
4. Procurement. Acquiring resources for primary activities as selection of suppliers, 
negotiation of quality, prices, delivery terms etc.  
 
29 
 
Defining the value chain starts with identifying the value activities. All these value activi-
ties are based on different individual activities which should be then defined. For example 
generic activity marketing and sales could consist of marketing management, advertising, 
sales force administration, sales force operations and promotion (Porter 1998, 46). Every-
thing that company does should be isolated as an activity. According to Porter activity 
should be isolated if: 
 
1. It has individual economics 
2. High potential impact of differentiation  
3. Represent a significant or growing proportion of cost 
 
Basically it means that activities are isolated according to its potential to create competitive 
advantage and importance as a building block for company’s generic strategy. 
 
 
Figure 12 Example of a value chain (Porter 1998, 47) 
 
Some of the activities could be placed in different generic value activities. In every case 
the activity should be considered from the competitive advantage point of view to which 
category it should be placed. For example order processing could be either outbound logis-
tics or marketing & sales activity.   
 
Competitive advantage is based not only to different activities, but there is big potential in 
linkages between different activities and these should also be analysed thoroughly. Linkag-
es are common usually between support and primary activities. For example development 
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of logistics information system will have an effect on order processing or sales force train-
ing will affect on how sales trips are organized (Figure 11). Linkages exist also between 
supplier and the company or between the company and sales channel. For example suppli-
er’s delivery system can be strongly linked to company’s order processing system. Opti-
mising these systems may create competitive advantage. 
3.2.6 SWOT 
SWOT is one of the most often used business analysis tool. It is an acronym of strengths, 
weaknesses, opportunities and threats. It is valuable tool in analysing own company, com-
petitors and also the market (threat and opportunities). As it is widely used in many differ-
ent areas it is also sometimes used in very shallow way. To avoid this it should be done 
thoroughly and consider in every point what is the strategic value and what is its im-
portance to achieve competitive advantage. 
 
SWOT is usually divided to from company point of view to internal part (strengths and 
weaknesses) and external part (threats and opportunities). Wilson and Gilligan summaries 
SWOT from marketing strategy perspective in following way (Wilson & Gilligan 2005, 
53): 
 
• Strengths are areas of competence that always must be looked at relative to compe-
tition and are the basis for competitive advantage 
• Weaknesses indicate priorities for marketing improvement and highlight the areas 
and strategies that marketer should avoid 
• Threats are trends within the environment with potentially negative impacts that in-
crease the risks and hinder the implementation of strategy 
• Opportunities are trends within the environment with positive outcomes that offer 
scope for higher levels of performance 
 
External analysis (figure 6) should be based on tracking the trends and developments with-
in the market. These should be assessed and categorized either as opportunity or threat and 
then plan if organisation should capitalize the opportunity or what would be the way to 
minimize the impact of the threat. 
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Figure 13 Swot analysis matrix 
 
Market is usually full of opportunities but the organisation is not always capable of turning 
these opportunities to competitive advantage. Therefore the internal part of the analysis 
(figure 13) will illustrate what is the organisations position to meet the opportunities and 
threats. Internal analysis should not just be a list of organisational strength and weaknesses. 
They should be assessed keeping in mind what is their relative importance in market. Also 
they should be compared with the competitor’s strength and weaknesses to be able to iden-
tify the possible competitive advantage. 
 
Wilson and Gilligan also points out that SWOT should be assessed also afterwards to im-
prove it by thinking: 
 
• Has the relative importance of the various elements been identified? 
• Have the implications of each of the elements been examined? 
• Does the management team really recognize the significance of the elements? 
• Have attempts been made in the past to manage the SWOT outcomes proactively? 
 
(Wilson & Gilligan 2005, 63).  
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3.2.7 Porter’s three generic strategies 
In his book about competitive advantage Porter defines that to gain above average perfor-
mance company should focus on sustainable competitive advantage, which in his definition 
are low cost or differentiation (Porter 1998, 11). Porter argues that this competitive ad-
vantage is a result from industry analysis, the way how company can cope with the 5 com-
petitive forces. Sustainable competitive advantage is developed also how company is able 
to exploit its strengths and improve its weaknesses in the market. It seems that Porter de-
fines the company’s position in the market mainly through three elementary tools: 5 forces, 
SWOT and three generic strategies. 
 
Porter models his generic strategies through sustainable competitive advantage. He argues 
that generic strategy is cost leadership, differentiation or focus strategy (figure 14). 
 
 
Figure 14 Porters model of three generic strategies (Porter 1998, 12). 
 
In his analysis Porter divides the scope how competitive advantage is set as company’s ge-
neric strategy. Scope can be either broad industry wide or narrower defined by market 
segment. Broad industry wide scope means that company strategy will be based only either 
on cost leadership or differentiation. Narrow scope means that company will focus partly 
on low cost and differentiation depending on the market segments.  
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Cost leadership indicates that the company is setting its goal to be the low cost producer in 
the industry. This usually means that the company is able to use economies of scale and 
perform on wide markets to get this position. It will maybe have a technological advantage 
or essential access to raw materials which makes it possible to dominate in the market. 
Company should be able to uniquely keep the cost leadership position as if there is other 
companies also acting as cost leadership the competition will be fierce and diminish the 
industry profitability. 
 
Porter defines differentiation as uniqueness which company tries to seek on the market by 
certain dimensions which are valued by customers (Porter 1998, 14). Uniqueness can be 
reach in many dimensions. It could be the product, dealer system, service, the way compa-
ny is marketing its products etc. This uniqueness should be very clear compared to compet-
itors that it is possible to price it on high level. It should be also something which is diffi-
cult to copy by the competitors. The cost of creating this uniqueness should not exceed the 
price level which customers are willing to pay.   
 
Focus strategy is based on accurate segmentation of buyers. Strategist chooses one narrow 
segment and forms its product to meet exactly the needs of this certain segment. Focus 
strategy can be either cost focus or differentiation focus strategy. Company can focus to be 
a cost leader in this certain customer segment or differentiate its product according to the 
customer needs in a certain customer segment. Company does not to be cost leader in the 
industry if it just focuses on one segment (Porter 1998, 15). 
 
Main goal in being successful on either generic strategy is the sustainability. Strategy 
should be built up the way it is not easy to imitate. Porter states that best way to avoid imi-
tation is to continually improve the sustainable competitive advantage created and that way 
makes it more difficult to copy.  
3.2.8 4 P’s of marketing 
The four Ps of marketing mix was launched already in 1960 by marketer McCarthy and it 
consist of four substantial elements of marketing: product, price, place and promotion. The 
principal purpose of marketing mix is the creation of demand for product or service. When 
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designing these four Ps the environmental facts of competitive, political, social, legal, 
technological and economic should be taken into account (Wilson & Gilligan 2005, 497). 
Effective marketing mix has four different characteristics to achieve high synergy: 
 
1. Matches customer needs 
2. Creates competitive advantage 
3. Matches the resources available in the organisation 
4. Well blended so that each element contributes to a single consistent theme 
 
To achieve this marketer needs to have a clear understanding of what the mix is designed 
for and what facts promote and which prevents the organisational capability (Wilson & 
Gilligan 2005, 536). 
 
Kotler defines product as anything that can be offered to the market for attention, acquisi-
tion, use or consumption and that might satisfy a want or need (Kotler & Armstrong 2012, 
232). Product is therefore not only a tangible physical product but it can also be a service, 
event, person, place, organisation, idea or a mix of these entities. Usually product includes 
many of these elements. Kotler divides product to three different layers which are core cus-
tomer value, actual product and augmented product (figure 15). 
 
   
Figure 15 Three levels of product (Kotler & Armstrong 2012, 234) 
 
Core customer value consists of the benefit which customer is looking for. There is the 
basic core want or need the customer want to satisfy. Actual product consists of packaging, 
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design, brand and product features. Augmented product consist additional features like 
warranty and after sales service. 
 
Price is very important part of marketing mix. Historically it has been the major factor af-
fecting the buyer to choose the product. Kotler defines price as the sum of all the values 
that consumer exchange over the benefit of having and using the product or service (Kotler 
& Armstrong 2012, 307). Price is the only element in the marketing mix that produces rev-
enue. All the other elements generate costs (Kotler & Armstrong 2012, 309). It is also most 
flexible element as it can be changed rather quickly. Pricing decisions are made in compa-
nies through considering both internal and external factors (figure 16) which means that it 
is very delicate element needing lot of focus.  
 
  
Figure 16 Factors affecting pricing (Kotler & Armstrong 2012, 309) 
 
Third element in marketing mix, the place, stands for products channel of distribution. 
Winer & Dhar defines distribution channel as the system which customers have access to a 
company’s product or service (Winer & Dhar 2011, 341). Making the product available for 
the customer means building relationship not only to consumer but also to resellers and 
suppliers. Kotler illustrates these relationships by dividing them to different channel levels 
(figure 17). 
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Figure 17 Three basic channel levels (Kotler & Armstrong 2012, 363) 
 
Company’s channel decisions are important as it has direct effect on other marketing mix 
elements as well. Pricing depends on whether company is dealing with discount distribu-
tion chains or special high quality shops. Sales force and sales communication depends on 
how much training and support different distribution partner needs (Kotler & Armstrong 
2012, 362). The essence of using a channel partner is that they add value through their ex-
pertise and efficiency on making goods available to the consumers. Kotler points their im-
portance through microeconomics point of view where distribution channels transfers as-
sortments of products made by producers into assortments wanted by the customers. Basi-
cally producers make narrow assortments in large quantities and consumers want wide as-
sortments in small quantities. Distribution channels act here as brokers who buy large 
quantities from different producers and break them down to a broad assortments and small 
quantities wanted by consumer (Kotler & Armstrong 2012, 363). 
 
Fourth element is promotion which basically means all communication to deliver the de-
sired message to the market (Winer & Dhar 2011, 281). Promotion basically consists of 
five different categories (Kotler & Armstrong 2012, 427): 
 
1. Advertising. Prints, television, radio, internet etc. 
2. Sales promotion. Premiums, discounts, coupons etc.  
3. Public relations. Pres releases, sponsorships, special events etc. 
4. Personal selling. Sales presentations, trade shows 
5. Direct marketing. Internet marketing, telephone marketing, email marketing etc. 
 
Marketing communication has last decades changed more and more from mass marketing 
to target marketing. It means that the focus in marketing is building closer relationship 
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with narrowly defined target group. This has led to more focused and targeted communica-
tions. It also means that the all communications should be integrated to avoid different 
types of messages which could be confusing the consumer. Kotler presents six steps of de-
veloping effective communication to be able to integrate the communication and under-
stand better the costumer (Kotler & Armstrong 2012, 432): 
 
1. Identify the target audience 
2. Determine the communication objectives 
3. Design a message 
4. Choose the media 
5. Select the message source 
6. Collect feedback 
 
McCarthy’s four P’s of marketing is very used tool and there have been many different 
variations and further developments of it over the years but I still believe it is very useful 
tool for marketers. It is quite simple but it has the basic elements to build up marketing 
function to any size of a company. 
4 PURPOSE AND OBJECTIVES OF THE STUDY 
4.1 Purpose of the study 
What is the importance of a strategy to the company? Between 1986 and 1996 a study of 
160 companies was carried out (Nohria, Joyce, and Roberson 2003) to investigate what 
successful companies have in common. The result was that the winning organisations suc-
ceeded in 4 primary management practices: strategy, execution, culture and structure. 
Strategy is therefore one of the main fundamentals of success in business life. 
 
The fundamental aim for company strategy is to create sustainable competitive advantage. 
To reach this destination company should understand the business surroundings and with 
its resources meet the needs of the customers (West 2010, 7). Marketing in its wide defini-
tion is therefore seen as a major component in strategy development. It plays important 
role not only at the functional level but also in business and corporate level (West 2010, 
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44). This role arises from the nature of its function as being in interaction with customers 
and competitors.  
 
Market for hearing care in Finland is in a state of changing. For many years hearing care 
has been executed by the governmental hospitals based on public funding. Lately the na-
tional economy has been in the state where public sector is growing in very fast pace (pub-
lic expenditure from 2007 47,4%/GDP to 2012 56,6%/GDP) (General public expenditure 
by function, 2013) compared to the GDP, which in these circumstances means that adjust-
ments to the public sector service structures needs to be made.  
 
Case company, Phonak Finland, has historically been successful in hearing care markets 
which have been mainly tender driven governmental business. Now the market is in the 
state of change due to the changes in Finnish public health care. This has led to changes in 
end user purchase behavior and increased the private market of hearing care services. In 
this changing market environment the company needs to rearrange their focus from being 
supplier to governmental hospitals to being more and more also a supplier for private en-
trepreneurs, clinics and users of hearing care services. This is a strategic change in the 
company as they need to rethink their functions and resources. They need to ask them-
selves what is the best way to offer services to end users? What would be the most efficient 
distribution channel? How to arrange advertising? What should be the correct pricing lev-
el? These are typical marketing questions and should be answered based on a full scale 
analysis of the business environment. Analyse the markets, what forces drive the markets, 
study who are the main competitors and what is their possible act on the market, who are 
the customers etc. The purpose of this study is to create a certain guideline and plan how 
the company can adapt to its changing business environment. 
 
Finnish national economy is in the difficult situation. GDP has dropped 1, 2 - 1, 5 percent-
age during last two years (Bruttokansantuote supistui 1,2 % viime vuonna, 2014) and un-
employment is increasing. Historically larger companies have dominated the economical 
field. The focus has been on larger companies when government has been deciding the 
economical guidelines how to create wealth and employment. Lately more and more the 
focus has started to shift towards smaller companies when their role as an employer is noti-
fied. According to central statistical office in 2012 Finland had 322 184 enterprises of 
which 99, 8% (321 562) are classified as small and medium sized enterprises (under 250 
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employees) (Yritysten henkilöstö väheni...2012). Their economic significance for Finland 
is important as lately these companies have been responsible of creating the new jobs. 
Finnish economy is very dependent on exporting but unfortunately SME: s share of export 
is modest. According to the latest customs statistics it was 13% (Tavaroiden ulko-
maankauppa yritysten...2014) of total export. Due to this development government has 
tried to find solutions to support SME:s exporting and growth development. As noticed 
earlier one of the most important concepts for successful companies is strategy (Nohria, 
Joyce, and Roberson 2003). Because of the importance of SME sector to Finnish economy 
and the significance of strategic work for success, I also wanted to study how marketing 
strategy work is done in a small company. What are the obstacles faced during the process? 
What are the major problems? How to overcome? Another purpose of this study is to find 
out how marketing strategy process is done in smaller company. It will give this study a 
possibility to generalize its findings also to other small companies. 
4.2 Definition of research questions 
Creating a marketing strategy is a large process which will reshape the company functions. 
It can also change company working culture as some of the functionalities may need to be 
restructured. It will involve many different personnel levels horizontally from managers to 
workers but also vertically for example in daily processes of marketing and logistics de-
partments. Therefore the reasons for changing or creating marketing strategy should be in-
vestigated thoroughly.  
 
Markets are dynamic as they are in the continuous state of change. There is constant flow 
of new products, services, business models, ways of advertising etc. This change is fed by 
different kind of forces like rapid technology development, trends, crises, wars, disasters 
etc. (Aaker 2008, 1). If the companies are not able to adapt their business to this change it 
might even thread their survival. Marketing strategy should be a guideline how company 
should adapt to the changing market environment. To be able to reason the need for creat-
ing a marketing strategy, I will analyse thoroughly why Phonak Finland needs marketing 
strategy which is the first research question. 
 
Marketing strategy process has a certain kind of structure. Basically the structure is very 
similar even though there are many variations.  
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Mooradian, Matzler and Ring present the process (Mooradian, Matzler and Ring 2012, 7) 
in following way: 
 
1. Situational assessment 
2. Strategy formation 
3. Implementation 
4. Documentation, Assessment and Adjustment 
 
I will structure this study according to widely used strategy framework which is based on 
the process presented above and which is formed to give answers to four different ques-
tions: 
 
1. Where are we now? 
2. Where do we want to be? 
3. How we will get there? 
4. Did we get there? 
 
By going through this framework I will answer my second research question: How market-
ing strategy is formulated? 
4.3 Objectives of the study 
General objective of the study is to create a marketing strategy to case company. It is logi-
cal result from the above defined research questions: 
 
Why case company needs marketing strategy? 
How marketing strategy is formulated? 
 
Marketing in its widest definition is the major component in strategy development. Creat-
ing marketing strategy is the major tool for the company trying to adapt on changing mar-
ket situation. 
 
General objective of this study is generated from specific objectives which will give clear 
view what this research is about. Specific objectives are derived from the question frame-
work presented above. First specific objective is to identify the present situation where the 
company is by creating a strategic analysis of the business surroundings and the company. 
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Second specific objective is to identify the targets and goals for the marketing strategy 
through segmentation and scenario analysis. These two specific objectives will cover the 
first research question why Phonak Finland needs marketing strategy. Third specific objec-
tive is to select specific marketing strategy to Phonak Finland through Porters generic 
strategies model and implement by establishing suitable marketing mix through 4P model. 
Last specific objective is to establish suitable controlling and evaluating tools for the mar-
keting strategy. Unfortunately time is limiting factor in this study and therefore there is no 
possibility to evaluate thoroughly what kind of results the implemented new strategy will 
give and how will it effect on company performance in the changing market.  
 
All these four specific objects cover the second research question how marketing strategy 
is formulated. These specific objectives form the general objective of the study: Marketing 
strategy. 
5 RESEARCH METHODOLOGY 
5.1 Research methods 
When choosing methods for the research the researcher should start the selecting analysis 
by considering what will be the view how the study is reflecting the phenomena. By choos-
ing the research philosophy the researcher will choose in which way he or she will ap-
proach the problem, what methods are used, how the data is collected and what is the re-
searcher’s role on the subject. Research philosophies are basically divided in two different 
categories: Positivism and interpretivism. 
 
Positivism rests on the fact that the world is external and objective unit and therefore ob-
servers are objective and independent. Saunders et al. use term social actors when describ-
ing human relationship with studied phenomena. In positivism social entities exist in reali-
ty external to social actors concerned with their existence (Saunders, Lewis and Thornhill 
2009, 108).  In order to get valid results the researcher should be distinct from the object of 
the research. Positivist science is relating to the facts and causes. It is common philosophy 
in natural science where objective of the research should be law-like theory which can be 
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generalized to the same kind of phenomena. Positivist research focuses on objective facts 
and tries to explain the external world with causal relationships between the facts (Carson 
et al. 2005, 5).  Basically data is gathered with mathematical and statistical methods. 
 
Interpretivism is an opposite philosophy for positivism and it seeks to deep understanding 
of the phenomena under investigation. It includes consideration of different actor’s reali-
ties, taking account of different contexts of the phenomena and interpretation of different 
data (Carson et al. 2005). According to interpretivist philosophy it is important to study 
subjective meanings motivating the actions of social actors in able to understand these ac-
tions (Saunders, Lewis and Thornhill 2009, 111). In interpretivist philosophy the research-
er is deeply involved with the subject researched. 
 
The key for the research design and methods is the research topic and research questions. It 
will define the research philosophy in which way the phenomena and the construct of this 
study will be seen. 
 
Research method should be derived from the research philosophy, research questions and 
the topic. Robert K. Yin outlines (Yin 2003, 5) that research method should be chosen 
based on the three conditions: 
 
What is the type of research question? 
What is the extent of control a researcher has over actual behavioural events? 
What is the degree of focus on contemporary as opposed to historical events? 
 
The basic categorization of research questions is who, what, where, how and why. What, 
who and where and their derivatives how much and how many, are types of questions 
which are likely to be used in survey based research (Saunders, Lewis and Thornhill 2009, 
144). The answers to these questions can be measured in quantitative way. The goal for 
this type of research can be comparison of an occurrence, it will describe prevalence of 
some phenomena or result should be predictive of some outcomes (Yin 2003, 6). Quantita-
tive research therefore results theories or models which are based on empirical data. Quan-
titative research derives from the positivist research philosophy. How and why questions 
are more explanatory and more concerned reaching in-depth understanding of the phenom-
ena (Carson et al. 2005, 66). Yin argues that why and how questions are more suitable for 
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qualitative methods as they deal with operational links needing to be traced over time ra-
ther than measuring prevalence or frequency of some event (Yin 2003, 6). Qualitative re-
search tries to understand deeply the studied phenomena. Qualitative research derives from 
interpretive research philosophy.   
 
The extent of control over behavioural events means that is the researcher able to manipu-
late the behavior directly, precisely and systematically (Yin 2003, 8). This can be done for 
example in experimental research in laboratory. It is also possible in social experiment 
where researcher will “treat” different investigating groups in different ways.  
 
The subject of the study defines if the researcher has a possibility to access to actual behav-
ioral events. The subject might be a historical event which means that the researcher needs 
to focus only to primary and secondary documents as evidence and there is no possibility 
to focus on contemporary events because these actions exists in the past.  
 
Yin summarises that case study should be applied as a method or more like research strate-
gy when “how and why questions is being asked about contemporary events within some 
real life context over which the researcher has little or no control” (Yin 1991, 20). Objec-
tive of case study is to understand deeply a certain phenomenon. Woodside uses word 
sense-making when he describes case study research. He states that it is about sense-
making of the processes created by the individuals in the organisation (Woodside 2010, 6).  
 
Case study research is usually based on the extensive amount of material as there is possi-
bility to use many different methods to collect information. Due to the large evidence case 
study research might suffer lack of credibility and therefore the research process and de-
sign should be explained thoroughly (Aaltola and Valli 2001, 160). Saunders et al. empha-
sise that to increase the credibility and quality of the research the investigator should focus 
on reliability and validity (Saunders, Lewis and Thornhill 2009, 156).  
 
Reliability means hear that objective is to conduct the research in a way that later investi-
gator should be able to get same results and observations from the same case and same da-
ta. The key is to document the proceeding of the investigation in a way that the successor 
could be easily taking the same steps when conducting this research and that way exclude 
the absence of random error. Silverman argues that there is always a possibility of underly-
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ing assumptions. He suggests that to minimize it the investigator should always tape-record 
all face-to-face interviews and provide long data extracts from the transcripts for the reader 
(Silverman 2005, 221). Gibbert and Ruigrok states that keywords in reliability of the case 
study are transparency and replication (Gibbert and Ruigrok 2010). It can be improved by 
“careful documentation and clarification of research procedures”. They also encourage the 
researchers to organize a database from relevant material (recordings, transcripts etc.) 
which may be used by later investigators.      
 
Validity means here that is the study really generating the results, which it was supposed to 
get according to its objectives, purpose and research questions. Validity is usually prob-
lematic to verify in case studies. Generally it is divided to three different categories: Con-
struct validity, internal validity and external validity (Yin 2003, 35).  
 
Construct validity refers to research’s capability of generating accurate objective results. 
Problem with case study research has been the development of sufficient set of actions and 
not just subjective judgements (Gibbert and Ruikgrok 2010). The reader of the research 
cannot be absolutely sure if certain type of developed action or event in case study is ob-
jective truth or if it is just an investigators impression of the situation (Yin 2003, 35). Gib-
bert and Ruikgrok suggest that to ensure construct validity researcher should look at the 
phenomena from different angles by using different data collection strategies and methods. 
Another suggestion is to establish clear chain of evidence from research questions to con-
clusion. Basically it means distinct representation of objectives and methods of the study 
but also thorough discussion of data collecting methods and data analysis. 
 
Internal validity concerns the causal relationships between variables and results. It relates 
strongly to data analysing phase. If the case study is descriptive and exploratory in nature 
and therefore does not make any causal claims the internal validity cannot be applied (Yin 
2003, 36).  
 
External validity refers to generalization of the results. Case studies are being criticized 
that the findings are not appropriate for generalizing outside the case which is being stud-
ied. Gibbert and Ruikrog argue that the key here is to see that there are two types of gener-
alization: statistical and analytical (Gibbert and Ruikgrok 2010). Statistical generalization 
is basically used in surveys and it refers to generalization of observation to a population. 
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Analytical generalization refers to generalization of a theory where priority is the interpre-
tation of the evidence (Aaltola and Valli 2001, 163). 
 
Case study has traditionally been slightly unrecognized as a research strategy for several 
reasons. Main reason is usually the lack of rigour in methodology. To avoid these problems 
it means that there must be extra focus on creating research design and structure. Robert K. 
Yin presents main components of research design (Yin 2003, 21) in his book about Case 
study research:  
 
1. A study’s questions 
2. Its propositions if used 
3. Its unit of analysis 
4. The logic linking the data to the propositions 
5. The criteria for interpreting the findings  
 
Proposition in case study directs attention to something that should be examined within the 
scope of study. One of the problems with case studies has been the large amount of materi-
al which cannot be linked to the study. Proposition will guide the study to certain limits. It 
will reflect a theory which forms basis for the study and it also points out where to look for 
relevant evidence (Yin 2003, 22).  
5.2 Data collecting methods 
Case study research enables multi-method use when collecting evidence. Yin is listing six 
sources of evidence when conducting case study research: documentation, archival records, 
interviews, direct observations, participant-observations and physical artefacts (Yin 2003, 
85). Using different kind of methods is also a validation issue as stated in the research 
methods section above. Yin also emphasise, that interviews are the most important source 
of evidence (Yin 2003, 89).  
 
Documentation is the basic secondary form of data used as evidence on caser study re-
search. Documentation consists of: 
 
• Letters, memos, agendas 
• Proposals, internal company records 
• Newspaper clippings, articles and community newsletters 
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Yin advises to use documentation critically as they are typically processed bearing in mind 
certain target audience or certain purpose which makes them possibly affected by bias of 
the writer (Yin 2003, 86).  
 
Archival records are secondary data which is usually in the form of computer files and rec-
ords (Yin 2003, 88) and are usually quantitative information. Archival records could be: 
 
• Survey data 
• Organisational records like budgets and quantitative reports of company perfor-
mance 
• Maps and charts 
 
Archival records are important source of this study for same above mentioned reasons as 
documentation 
 
Interviews are usually the main method to collect data in case study research. As earlier 
was defined that case study is a method where objective is to understand deeply a certain 
phenomenon. The best way to collect deep information about the phenomenon is to inter-
view different people involved in the situation. Deep interview will give information how 
they understand it, feel it and perceive it. The focus therefore in interview is to get inside 
someone’s head and that way understand how they interpret the situation (Carson et al. 
2005, 73). If the interview is informal in nature the researcher need to be very careful not 
to bring their own perspective or unconsciously try to effect on interviewee’s opinion on 
the subject matter.  
 
Interviews can vary in different forms. They can be very long informal discussions where 
the interview does not have any predefined structure. The focus is to find out how the in-
terviewee perceives the chosen subject. On the contrary interview may have a clear struc-
ture, where interviewer follows certain procedure and has ready questions around the sub-
ject (Carson et al. 2005).  
 
Interviews can also be done with more interviewees simultaneously, so called focus group 
interviews. Carson defines focus group interview as simultaneous involvement of a number 
of respondents in the research process to generate the data (Carson et al. 2005). The main 
character and essence of the method is to encourage the interviewee to interact with other 
group members and that way create the data. This is the strength of focus groups when 
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compared to individual interviews. Each member of the focus group interacts with each 
other and that way feeds new ideas and information and through this group dynamics new 
ideas are created. It is also said that focus group is cheaper to arrange as individual inter-
views as it takes only time of one interview and also the transcription workload will be 
lighter. This is of course true if the interviewees are easy to gather and arrange the inter-
view (Carson et al. 2005). 
 
Direct observations are basically observing the phenomena “on-site”. Observation can be 
whether very formal or informal. Formal observations include creating strict observation 
protocols and strict measuring for example certain behavior, Informal observation can be 
done for example during the visit to do the interview (Yin 2003, 92). Participant observa-
tion means that the investigator is participating in certain event, for example meeting, and 
when being actively involved to meeting the investigator is doing also the observation 
work (Yin 2003, 94). 
5.3 Analysing the data 
The interviews are basically analysed by processing a content analysis. The first part of the 
content analysis is to categorisation of the data. Second part is to attach these categories to 
segments or parts of the transcript data (Saunders, Lewis and Thornhill 2009, 492). Cate-
gories should be derived from the data itself or from a certain theory which could be cho-
sen as a basis of the research and which therefore would create a framework and structure 
for the whole study. Categories should be used as codes which can be attached to the parts 
of data and they should form a coherent whole around the subject. Unit of data can be 
number of words, sentences, number of sentences or paragraphs of text (Saunders, Lewis 
and Thornhill 2009, 493). The main object is to fit these units of data to the categories. 
Now the data can be reorganized according to the different categories. Through this cate-
gorization the researcher should try to find themes and patterns from the data and that way 
start to forming explanations for the research questions and objectives.  
5.4 Research process 
In this research I will study marketing strategy process and create a marketing strategy for 
Phonak Finland. To be able to formulate the marketing strategy I need to deeply under-
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stand how the process works. The first step for the process is the strategic analysis of com-
pany’s external surroundings. It consists of market, customers and competitors. These enti-
ties are socially constructed and formed the way the social actors perceive the reality. For 
example customers as social actors will perceive the reality in their own way. They will 
interpret the different situation and form their view according to these interpretations and 
act accordingly. To understand the actions I need to understand the reality of the customer 
and that way deeply involve with the customer way of thinking. 
 
The purpose of the study is to create a guideline how to adapt to changing business envi-
ronment. It requires deep understanding of surroundings and answers to why and how 
questions. Analysing the business surroundings, the market, competitors etc. is basically 
analysing contemporary events which has a deep effect on what the company should do 
and which direction to go. The researcher has in this case no possibility to control over 
these events which shape the surroundings of the company. The research philosophy in this 
study is interpretive and case study research strategy is used. Case company Phonak Fin-
land is used to illustrate deeply the process of creating the marketing strategy. Data collect-
ing methods will be qualitative. I will concentrate on documentation, archival records and 
interviews as data collecting methods. 
 
The study will be founded on general proposition to use as a direction and guideline. The 
general propositions will be based on the findings of earlier mentioned research done by 
Nohria, Joyce, and Roberson who stated that the winning organisations succeeded in 4 
primary management practices: strategy, execution, culture and structure. Strategy and es-
pecially marketing strategy in its widest definition is therefore one of the main fundamen-
tals of successful enterprises. I will also lean my study to other specific theories which are 
acknowledged and used widely in marketing research. 
 
As this study is strongly related to the case company, Phonak Finland, I find the internal 
documents very useful evidence. The progress of hearing aid markets in the near future is 
very dependable on the development of public sector health care issues. As the public 
health care is in a state of change and it is current issue so to be able to implement the 
strategy to this situation it needs close surveillance what is going on in the business. News-
papers and article are excellent sources for this kind of information. 
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I will use information from sales budgets and reports to give a clear picture of company’s 
position in the market. Yearly performed company’s global internal marketing survey will 
also give valuable information about Phonak Finland and its customers view on it. Statisti-
cal data will provide extensive picture of health care in Finland. 
 
One of the main goals of this study is to understand the situation in hearing aid markets. As 
stated earlier hearing aid markets in Finland are dependent on what is happening in the 
public health care in near future. To understand the situation deeply I will conduct 3 inter-
views with individuals who have gained expertise on hearing care markets from different 
perspectives. First person to interview is Tapani Katajisto, the sales manager of Phonak 
Finland. He has been working for Phonak from 2002 and has 25 years of experience in 
hearing aid markets. Tapani has been mainly working with public sector hospitals and 
knows thoroughly the sales process between vendor and public sector customer. Second 
person is product manager Tiina Pekkala. She manages BTE and ITE hearing aids in Pho-
nak Finland. She has 15 years of versatile experience working in different positions in the 
industry. She has strong public hospital background and she has also gained experience 
from the private sector. Third person is Timo Ylihakola who is country manager of Phonak 
Finland. He has 25 years’ experience from the hearing care industry.  
 
The interviews will be in semi-structured form. The aim is to perform the interviews face 
to face but the limited amount of time and possibility to arrange the proper meetings can 
result that part of the interviews could be conducted via email or telephone. Interviews will 
be conducted around three different themes (figure 18) which are main dimensions of hear-
ing aid markets. 
 
 
 
 
 
 
 
 
 
Figure 18 Interview themes.  
 
Development of hearing 
care markets in near future 
Public tenders and outsourcing 
Private market 
 
Service Voucher 
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Face-to-face interviews will be recorded and notes will also be taken be able to give over-
all picture of the interview situation. 
 
Interview data will be studied through content analysis. The categories of the analysis will 
be derived from the text and use here above mentioned themes of the interview. The main 
codes in this analysis will be therefore public tenders, outsourcing, private market and ser-
vice voucher. Results of the interviews (appendix 6, interview content analysis) will be 
used on different strategic analysis mainly on market and environmental analysis and espe-
cially on scenario analysis.  
6 STRATEGIC ANALYSIS 
6.1 External analysis 
External analysis forms the solid basement where the company strategy can be build. Eve-
ry company should be aware what is happening in their business surroundings. To under-
stand thoroughly the environment gives better opportunities to find a pathway to success. 
External analysis consists of customer, competitor, market and environmental analysis.     
6.1.1 Customer analysis 
When performing customer analysis segmentation is the basic tool to understand and ad-
ministrate wide amount of customers. Customers are analysed by dividing them to differ-
ent groups, customer segments, based on what is their characteristics.  
 
Phonak Finland operates in two different markets which can be characterized as organisa-
tional and consumer markets. Organisational customers are hospitals, clinics and hearing 
care providers and they count well over ninety percent of the revenues. Consumer markets 
consist of end user customers who purchase products through web shop, shop or direct or-
dering. Currently this group is representing small share of the revenues but it is growing in 
fast phase.  
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Governmental hospitals are the main customer group for Phonak Finland. They are fairly 
homogenous customer group with similar characteristics and buying behavior. Finland is 
geographically divided to six different special health care districts (figure 19) which are 
formed around University hospitals (Helsinki HYKS, Kuopio KYS, Oulu OYS, Tampere 
TAYS and Turku TYKS). Ahvenanmaa forms its own Swedish speaking district. 
 
These special health care districts or combinations of them act as buying groups for special 
health care services. The buying group put out the tender for supplying hearing aids to all 
hospitals on that district. As these districts are large and consist of many central and re-
gional hospitals they represent a significant buying power. Suppliers are generally chosen 
by technical feasibility of the hearing aids and price. Suppliers should also be able to sup-
port training for hearing center personnel, service training and enable technical assistance 
on the phone during the office hours (appendix 1). Technical feasibility is inspected by 
KTTR which is a national working group of hearing experts from university hospitals in 
Finland. All the hearing aids need to be approved by KTTR before they are able to be of-
fered on tender.  
 
Figure 19 Special health care and hospital districts 
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The governmental hospitals are the major customer group for Phonak Finland. These hos-
pitals are generally quite homogenous group. There are no significant demographical dif-
ferences between the hospitals. Helsinki University hospital is the largest unit and it has a 
bit different status compared to others because of special services which are provided and 
its significant research function but from the hearing care point of view the hospitals are 
demographically very similar. The functions and administration of governmental hospitals 
are strictly defined through the health care legislation which makes their functionality simi-
lar despite of location. Their purchasing approach is also similar as they centralize their 
purchases and use the tender system where the price is today the main criteria. Situational 
segmentation characteristics are also very same. There are no special requests for example 
on order size, speed of delivery etc.  
 
The differences between governmental hospitals lie on operating and personal segmenta-
tion characteristics. Municipalities are responsible of organizing special health care treat-
ment for its inhabitants in Finland. Hearing care services among other special health care is 
provided by university hospitals, central hospitals and regional hospitals. As the urbanisa-
tion is the global megatrend the economic activities are centralized to the bigger cities and 
in Finland in southern part of the country. This development results that in different parts 
of the country the age breakdown of population is different. Some parts suffer from re-
moval of working age inhabitants and therefore population is aging which sets resource 
and financial pressure for arranging the health care services. The financial situation in 
some municipalities and regions in Finland have an influence on how the health care ser-
vices are arranged. Hospitals day to day activities are run by medical superintendent who 
allocate the resources depending on which activities are on top of the prioritice list. Also 
the hearing center senior physician’s focus on certain activities has an effect on how hear-
ing services are arranged. 
 
These reasons basically form operational and personal differences in governmental hospi-
tals. Some of the hospitals use exactly the products existing on suppliers accepted tender 
offer product lists. Some of the hospitals on the other hand use more widely the product 
assortment of these suppliers which has agreement. In tender offers the hearing aids are 
usually classified from two to three different classes according to the technical perfor-
mance. By analysing the sales of hearing aids in these different classes for example from 
last 12 months it is possible to map which hospitals use wider assortment. This analysis 
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results two different purchaser profiles which can be used as different segments on this 
customer group.   
 
Retail hearing aid market is divided to two different customer groups. There is couple of 
private hospital chains in Finland which are mainly focusing on attractive occupational 
health services. These companies generally employ audiology services in major cities just 
to complete their health care services and they usually try to collect the insurance company 
customers through their occupational health services. Other customer group in retail mar-
ket is private hearing centers which provide hearing aids, fitting services and other hearing 
care products to public. These hearing care centers were mainly established when statutory 
care guarantee came to effect. This process guaranteed that individuals should get treat-
ment within 6 months. Governmental hospitals started to reduce their queues by outsourc-
ing hearing aid fittings for private sector to be able to serve within 6 months. Audiologists 
from governmental hospitals switched to private sector and started to manage hospital 
queues by fitting their hearing aids. Mainly cash flow in these companies is still coming 
from outsourced fittings but they have been able to get also insurance covered customers 
and customers who pay from their own pocket. Some of these companies have merged and 
formed hearing care chains and also some of them are acquired by the hearing aid compa-
nies so that they are able to control more the sales of their own brand in private markets. 
Private market is still quite small which means that in resource point of view the segmenta-
tion should today be kept very simple because of small resources of Phonak Finland. Main 
criteria would be here also the purchase behavior. By analysing the sales figures and the 
usage of consignment stock it can be seen which companies will strictly try to sell only 
own brand. Some of the companies use consignment stocks to just keep the assortment 
wide and that way give to customers’ impression of being an independent hearing care 
provider.  
 
Individual end user customers who buy their hearing aids and services directly from the 
private market are a growing customer group.  As the hearing aid is possible to get for free 
from the governmental hospitals the customers who finance their purchase out of their own 
pocket and purchase from private sector demand top level service and state of the art tech-
nology. They are willing to invest on their health and welfare. Some of the individual cus-
tomers are able to get reimbursement for purchase of hearing care services. Insurance 
company’s cover the purchase when hearing is damaged due to for example job related ac-
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cident. It is also in some cases possible to get reimbursement from state or municipality. 
Sometimes also private companies are willing to sponsor hearing aid services for their em-
ployers.  
 
There are currently three different sales channels for end user customers: the shop, direct 
order and web shop. Basically web shop and direct orders serve customers who purchase 
hearing care accessories like batteries, hooks, wax filters etc. Shop serves the customers 
who purchase hearing aids and accessories. As the relative amount of the individual end 
user customers is still fairly small there is no use especially from company resource point 
of view to divide these customers to too numerous segments. Basically the own pocket 
customers are demographically very similar. Hearing aid users are mainly in the same age 
group. These customers invest on their welfare and they are active who want to still fully 
participate in working life or their hobbies. Customers who get reimbursement do not nec-
essarily demand any extra service or top quality products. Sometimes the reimbursement 
provider might restrict the amount of the reimbursement in which case the purchased de-
vice is defined according to the amount of the reimbursement. End user customers should 
therefore divide to two segments based on purchase behavior. Customers who purchase 
from own pocket and customers who get reimbursement for their purchase. 
 
Customers of Phonak Finland can be divided to six different segments. On customer group 
of governmental hospitals there is two segments. Hospitals who strictly use hearing aids 
offered in tender and the hospitals which use the whole assortment of accepted supplier. 
Retail market consists of two segments: truly brand independent hearing centers and hear-
ing centers focused on one brand. Individual buyers can also be divided to two segments: 
customers who pay the hearing aids from their own pocket and customers who are able to 
get reimbursement from different instances.  
6.1.2 Competitor analysis 
Competitors shape company’s external business surroundings. When creating strategy to 
business unit one major part is to get to know your competitors and try to find out what 
would be their next step in the market. 
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Phonak Finland functions in complex hearing care market with different customer seg-
ments. Markets are mainly dominated by the governmental hospitals but also the private 
sector with private dispensers and end user sales has increased its significance. There are 
four main competitors which has same kind of business model and structure in the market: 
Oticon, Kuulotekniikka Hakala, GN Resound and Widex. These companies present the 
major hearing aid brands in Finnish hearing care markets: Oticon, Bernafon (Kuulopiiri 
owned by Oticon Oy), Siemens (Hakala), Resound and Widex. Hansaton is also one of the 
major brands but it was acquired by Sonova in 2015 (Website of Sonova 2015).  
 
All the other companies are subsidiaries of international brands except Kuulotekniikka Ha-
kala and Kuulohansa. These international brands have all their own strategies and ways 
how to function in different markets. Finland is quite small market and basically seen as 
part of the Scandinavian market. In international point of view these Scandinavian markets 
are quite mature western type of health care markets where expectations are mainly to gen-
erate steady cash flow. Overall in Scandinavian markets there is no potential for high 
growth which means that these markets are not seen as attractive target for new business 
investment. Basically the subsidiaries are expected to deliver steady cash flow at diminish-
ing cost level. This will probably set pressure from parent companies to these subsidiaries 
so that they manage their functions with accurate cost level. 
 
Oticon Finland is part of the Danish hearing health care company William Demant hold-
ing. It was founded in 1904 by Hans Demant and the company was named as Oticon. The 
idea developed as his wife had a hearing loss. He first started to import hearing aids to 
Denmark. As Oticon faced supply difficulties during the war they started to manufacture 
hearing aids. In 1954 they expanded to US market. In 1977 they opened research center 
Eriksholm in Denmark to focus more on research and development of hearing aids (Web-
site of William Demant holding 2015). 
 
In the 80’s Oticon was market leader in hearing aid business but it started to face sales, 
cost and organizational problems. In 1988 they recruited a new CEO, Lars Kolind, to turn 
Oticon to a new direction. After couple of years heavy cost cutting phase Kolind intro-
duced new organizational system called spaghetti organisation. Idea was to replace the hi-
erarchical job structure to project based organisation where each employee will work 
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through different often cross-functional projects. The focus was also on paperless office 
and IT. Aim was to increase productivity 30% (Jung Kirk, Skydt Ganderup 2014, 17).  
 
In the nineties group was very active in the market and it acquired Swiss based hearing aid 
producer Bernafon (Kuulopiiri representative in Finland) and Phonic Ear. It was also listed 
in Copenhagen stock exchange. In next decade they focused on to build up their diagnos-
tics division and acquired Interacoustics, Amplivox and Grason Staedtler. In 2003 they al-
so established joint venture with German Sennheiser Elektronic. Lately they have invested 
to Oticon medical which is focused to bone anchored hearing solutions and cochlear im-
plants through acquisition of Neurelec (Website of William Demant holding 2015). 
 
Today William Demant is the second largest hearing care company in the world. It per-
forms through four operational activities: Hearing devices, hearing implants, diagnostic 
instruments and personal communication. Oticon is their main hearing aid brand. They 
have invested heavily on research and development activities and as a starting point for 
that was establishing the Eriksholm research center. During the last years they have fo-
cused on using end users as part of their research and development. They actively use their 
1000 user test panel, in-depth and focus group interviews to get feedback from end users to 
product development. Their slogan is “People First” which clearly indicates their RD work. 
 
Oticon has during its late decades shown to be eager to adapt its organisation according to 
the ongoing business surroundings and taking risks when stepping into the new areas of 
business and operations. Good example is investment on independent RD center Eriksholm 
in 1977. They were already on that time investing on research and development but they 
decided that they would benefit more from independent research center which would focus 
on customer’s needs and use external international researchers. Other example of adapta-
tion is taking a new step to totally reorganise company working structure by adapting the 
spaghetti-organisation in the beginning of the 90’s (Jung Kirk, Skydt Ganderup 2014). 
 
Nowadays they have changed their strategy because of the new market situation. Denmark 
has been always the most important market to Oticon and they have started to use opera-
tions in Denmark as benchmark when adapting to the new markets. Denmark, as in all the 
Nordic markets, has powerful governmental presence in the health care markets. Medical 
device purchases In Denmark is done by a company called Amgros which purchases medi-
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cal devices and material on behalf of public hospitals through the tender system. As in Fin-
land nowadays the most important criteria to get the agreement with Amgros is price which 
in this overall tight competition situation have a diminishing effect on hearing aid price 
development. There is also quite strong private sector with private dispensers but basically 
this market functions based on government subsidy granted to hearing aid dispensers per 
fitted hearing aid. Before 2013 subsidy was 5607 DKK per ear but 1.1. 2013 it was re-
duced to 4000 DKK for treatment of one ear and 2350 DKK for two ears. This had re-
markable effect on price level in private market (Jung Kirk, Skydt Ganderup 2014,19).  
 
Due to these market changes Oticon started to adapt its functions to more suitable in the 
market situation. They cut their sales force and diminished and adapted their assortment 
offered to dispensers. They also reduced their earlier heavy investments to product design 
where they had won earlier international design prices. Amgros is in their tender’s classify-
ing hearing aids according to the level of patience hearing loss and communication needed. 
Oticon adapted to the situation and started to use this Amgros classification in their product 
development system. They also started to strengthen their presence in value chain and pro-
vide more service to the private dispensers and even acquire them to their own retail chain 
(Jung Kirk, Skydt Ganderup 2014, 39).  
 
Oticon’s strong ability to adapt in different market situations indicates what they would 
also target in their Finnish subsidy. Of course the Finnish market is not seen as attractive 
growth area which can effect on their desire to direct and be involved in their subsidy but 
as the market is somehow very similar as in the other Nordic countries the targets would be 
very similar. Heavy cost cuts and product development adapted to Amgross product cate-
gorisation indicates that in Finnish governmental markets the aim would be to focus on 
cost management and offer products in lower prices to be able to win a bid. Government 
tenders covers major share of the market which means that the volume for business needs 
to be generated by winning the tender bids. Price is the major criteria whenever the tech-
nical requirements are passed. Oticon has also possibility to offer broad assortment of 
products companied by their other brand Bernafon. 
 
In Denmark Oticon basically uses focus strategy as their generic strategy because the busi-
ness is clearly divided to two different markets: Governmental public market and private 
market. In public market Oticon is focused on cost leadership as the main Amgross tender 
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criteria is price. In private market they focus on differentiation as there are better possibili-
ties to increase profitability because of the higher margins. In private market Oticons strat-
egy is based on better marketing material, extra training and broader general support to 
private dispensers. On lower profit volume based governmental market all these general 
support to clinics has been reduced significantly. The main goal in Oticons differentiation 
strategy is to increase quality of products and services to end users. This has led to taking 
steps toward forward integration in the market. Oticon has started to acquire hearing aid 
dispensers in Denmark in order to secure its strong presence. They want to make sure that 
their main suppliers in private sector do not fall to use the products of the competitors 
(Jung Kirk, Skydt Ganderup 2014, 38). These strategy options would indicate also the tar-
get setting in Finnish private market. There could be more focus on better general support 
for the most profitable private dispensers in form of marketing co-operation and marketing 
material. Forward integration is also possible by acquiring dispensers to ensure their full 
presence. Acquisition of Oulun Kuuloke couple of years ago and adding it under 
Kuulopiiri would indicate possible structuring of a hearing care retail chain. 
 
Kuulotekniikka Hakala is independent representor of Siemens hearing aids in Finland. 
Siemens has been the pioneer of the hearing aid industry. It launched already in 1913 the 
first industrially produced hearing aid. World war two destroyed almost completely the 
plants and it was 1951 when the next Siemens hearing aid was launched. In seventies Sie-
mens expanded its functions to US and Asia. 1980’s was a decade of acquisitions in Sie-
mens. They expanded their activities by acquiring hearing aid brands Rexton, Audio ser-
vice and A&M. Last years they supplemented their product portfolio for two more brands: 
Hear USA and Audibene. They are hearing care service providers acting in US, Germany, 
Netherlands and Switzerland (Website of Sivantos 2015).  
 
Siemens has already many years in the past tried to sell its Audiology business. In the end 
of 2014 Siemens finally sold its audiology solutions division to Swedish investment com-
pany EQT and the Strüngmann family. The new company is named as Sivantos and it will 
continue to market and sell all the Siemens brands. The goal for Sivantos is to be the num-
ber one hearing aid provider in the world and it is expected to be listed in the near future 
(Website of Sivantos 2015). 
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Sivantos acts in the market through their 6 brands. Siemens is their premium brand. They 
have a long history and well-known brand which is seen as a presenter of quality products. 
This wide brand recognition is definitely a competitive advantage for Sivantos. Audio Ser-
vice is brand which is focused on ITE (in-the-ear) hearing aids. It has built up its brand on 
focusing to good relationships with private dispensers. Rexton is a hearing aid brand which 
is well known in US. A&M is low cost brand with focus on emerging markets. Hear USA 
is US wide network of independent hearing aid dispensers and service providers. By ac-
quiring Hear USA Sivantos is executing forward integration in order to keep their brands 
strong in US retail market. Audibene is fairly new company as it is founded in 2012. The 
company is focused on online hearing care and it is global leader on its field (Sivantos en-
ters strategic partnership...2015).  
 
Sivantos has a great history with its premium brand Siemens and their goal is to reach 
again the global number one position which they have lost during the last decade. Their 
last acquirement of Audibene seems to indicate their interest in future online markets. Au-
dibene is a platform of hearing services which is focusing on first time users. Customers 
are getting hearing care support online and via telephone from hearing care specialists. Al-
so a wide network of hearing professionals enables face-to-face hearing services.  
 
Kuulotekniikka Hakala has been successful on adapting rapidly to different market chang-
es. They have focused on private hearing market by opening up a few hearing care service 
providers across the country. They have also been very active on government hospital out-
sourced fittings. They have also introduced their Rexton brand in governmental tender 
markets. They seem to aim to be the number one actor in private hearing care markets.  
 
GN Resound Finland is a part of Danish company GN Store Nord. Its history dates back to 
1869 when its predecessor Great Northern Telegraph Company was established. Until the 
world war two GNTC developed to one of the leading telegraph companies in the world. 
After the war they focused on FM radio communication and telephone connections. In 
1977 GN acquires Danish hearing aid producer Danavox which is a start for developing 
GN’s hearing care division. In the 80’s GN formed its functions to two different divisions: 
hearing care (GN Danavox) and wireless headsets (GN Netcom). In the 90’s GN acquires 
American based hearing aid company Resound and GN’s hearing care division is named as 
GN Resound. They also acquire Danish audiological company Madsen electronics and ex-
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pand their hearing care division with diagnostic equipment. In the new century GN ac-
quired American Beltone hearing aid brand, German Interton hearing aid brand and Jabra 
which represents headsets to strengthen their both divisions. In 2007 GN and Sonova agree 
on sales of GN resound hearing care division but German cartel office succeed to cancel 
the deal based on the Sonovas dominant market position. GN resound remains GN Store 
Nords hearing care division (Website of GN Store Nord 2015).  
 
After the Sonova deal was cancelled by German cartel officials GN resound focused on 
restructuring the company and getting back to growth path. It launched strategy program 
for 2010-2013 called Smart which was focused on restructuring the company to meet the 
challenges. The 2014-2016 strategy program is called Innovation & Growth where the fo-
cus is on commercialisation and innovative products. Resound has focused on their product 
development to connectivity and they have developed the first hearing aids which com-
municate with Apple products (Website of GN Store Nord 2015). 
 
GN Resound Finland is active in both markets private and governmental tenders. They 
have been able to get in on tenders country wide and due to this they increase their reve-
nues 28% last year. Tender business is price sensitive which has decreased profitability 
(appendix 2 financial analysis). They have also been very active in private sector. Strategic 
agreement with Pohjola insurance company has made possible to increase their market 
share on insurance covered hearing aid sales (Katajisto 2014).     
 
Widex Is one of the six global leading hearing aid companies in the world. It was founded 
in 1956 by two Danish men Erik Westermann and Christian Topholm. Both worked in Oti-
con, Topholm as factory manager and Westermann as export manager. Widex is still a 
family business where Westerman and Topholm families are heavily involved.  
 
In 1990 Widex patented a new technology based on computer modelling when manufactur-
ing shells, earmoulds and earpieces. It transformed the way how the manufacturing was 
done in the whole industry (Website of Widex, 2015).  
 
In 2001 Widex established a research and development center ORCA in Chicago. Later in 
2007 it expanded to Europe when ORCA Europe was opened in Stockholm. ORCA is fo-
cusing on audiological research, hearing aids and fitting (website of ORCA, 2015). 
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In 2012 Widex acquired Italian hearing aid company Coselgi. In Finnish hearing aid mar-
ket it is positioned as low cost hearing aid. Widex is the fifth largest brand in Finland. 
Lately it has had some problems as there has been lack of personnel. 
 
Further competitor analysing is attached in appendix 2 financial competitor analysis and 
appendix 3 competitor strength and weaknesses analysis.  
6.1.3 Market analysis 
Hearing care market in Finland is divided to two different sub markets. Patients are able to 
find assistance from either public or private hearing care providers. Generally hearing care 
is provided for free from public sector hospitals. Aging population has stressed the public 
health care services which have led to longer queues in hospitals and decrease in service 
quality. This development enables the growing of private sector hearing care services. 
 
There is no reliable information available on the size of Finnish hearing care market. Main-
ly markets are estimated through the decisions of governmental hospital tender agreements 
but as the quantities of purchased hearing aids are generally suggestive there are no accu-
rate figures about the size of the hearing aid markets. International research company iData 
focused on medical device markets establish its estimates mainly on population statistics 
and fitting rates. Market potential can be measured by estimating the amount of hearing 
impaired population which in western countries is approximately 15 % of the whole popu-
lation. I-data has estimated that on 2015 there would be around 156 000 hearing aids on the 
market (I-data Research, 2011). Hearing aid suppliers does the estimate of the market size 
through tender agreement documents, own sales figures on private market, official infor-
mation of company financial statements and assumed market shares of the competitors. 
Estimate for the market size in 2014 varies from 40 000 - 47 000 hearing aids (Ylihakola 
2015).     
 
There are 8 major hearing aid brands which compete actively on Finnish hearing aid mar-
kets. The companies representing these brands are generally speaking quite small. On av-
erage they employ less than 20 persons and their revenues are under 5 million EUR. Ma-
jority of the companies are subsidiaries of global hearing aid producers with subsidiaries in 
several countries which all basically functions in national level only. This prevents them to 
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expand over national borders and that way focus only on national markets which makes the 
exit barrier fairly high. The companies are generally quite homogenous what comes to the 
size and none of them is in superficial position or exercise bargaining power as a supplier. 
Hearing aids are the main product what these companies offer to the market and count ma-
jor share of their revenues. The sale of hearing aids is mainly price driven and there is little 
room for differentiation. There is practically no switching cost for the buyer of the prod-
ucts which keep the competition tight. All the products offered in Finnish market are basi-
cally on good quality level and due to the strict global competition new features are rapidly 
copied to all brands. 
 
Markets are dominated by the governmental hospitals where over 90 % of the hearing aids 
are distributed. Governmental purchases are executed through tender agreement system 
where agreements are done generally for 2 to 3 years. Over the last years the main and 
nowadays the only purchasing criteria is the price of a hearing aid. Tenders are arranged in 
6 different purchase areas which are mainly formed around the university hospitals. Ten-
ders are remarkable source of income to these hearing aid companies and for example two 
year contract with major purchase area might mean 10-15% of the revenues for these com-
panies. Recently governmental purchase groups have reduced the number of the companies 
with which they execute a deal and this way a governmental hospital exercise remarkable 
bargaining power. This has led to tight price competition between the rivaling companies. 
Some of the companies have offered cost conscious brands to be able to win a bid and keep 
sustainable profitability level. Tight price competition on the market will presumably in the 
long run mean possible exit for one or two hearing aid brands. 
 
In private hearing aid market there is around 15 different hearing aid providers. As the 
market is still quite small the rivalry is not yet as strict as in governmental markets and due 
to the situation in governmental market there is possibilities for growth. There is increasing 
amount of end-users who want to have good service and top quality hearing aids which 
they are not able to get from the public sector because of the strict price competition and 
cost cuts. This attracts hearing aid providers as the good quality products enables better 
profitability.  
 
Competition in the government driven hearing aid market is tight. Tender offers lower the 
price level and late development of choosing fewer suppliers for governmental hospitals 
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will inevitably tighten the competition and lower profitability of the market. This tight 
market situation does not really encourage new entrants to the markets. In theory there 
would be a possibility for a cost conscious market entrant if the hearing aids pass the tech-
nical requirements stated in request for quotation. Generally all the hearing aids which are 
offered to tender should be approved by KTTR which is a national work group of hearing 
experts from university hospitals in Finland. If the hearing aid is approved by KTTR and 
pass the technical requirements of tender it can be offered. The hospitals also demand that 
the companies should be able to offer hearing aids in all three classes and usually both 
BTE (behind-the-ear) and ITE (in-the-ear) hearing aids. These classes are based on the de-
gree of hearing loss. So basically there is a possibility for new entrance to the market if 
they have a broad assortment of hearing aids which receives the KTTR approval, pass the 
technical requirements and are able to press price level lower than the competitors. Basi-
cally there are no switching costs as the price is the main criteria and the brand awareness 
is very low. End users are not able to influence on which brand they would like to use as 
hospital personnel will make the decision for them. Decision is usually based on the share 
which the brand receives in the tender agreement.  
 
Private market for hearing aids is in the phase of development because of the strong pres-
sure in governmental markets. The present actors in the market are very small with tiny 
resources. Current cash flow in the market does not enable building of a brand or nation-
wide distribution channels. Price level is high as the customers demand top level products 
and service which the governmental sector in general is not able to offer. One bottleneck 
for the operators in the market has been the lack of audionoms. There is lot of retiring au-
dionoms in the governmental hospitals and training of new specialists has not been so effi-
cient which has led to this current situation. That is clearly one barrier of entry to private 
market. Private market is still very modest and not so attractive for the bigger players but 
they probably follow the development of Finnish hearing care markets. For example Brit-
ish spectacle chain Specsavers is the main hearing care provider in UK private market 
(iData, 2011). If the markets in Finland would develop to more favourable way Specsavers 
is in a good position as they have already around 50 shops in Finland and strong brand 
(Website of Specsavers, 2015).  
 
Hearing aids in general are not threatened by substitute products. Cochlear implants would 
be seen as a substitute product but as it is used basically for deafness and severe hearing 
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loss they are used for patients in the different category of hearing loss which cannot be 
helped with a hearing aid. There are totally new types of hearing aids which could also be 
seen as a substitute products as for example Lyric by Sonova. Lyric is a hearing aid which 
is placed very close to eardrum and it is therefore totally invisible. This is often very im-
portant criteria for the hearing aid users. It can be worn months at the time and as there are 
no battery changes it makes it very comfortable for the user. It is for mild or moderate 
hearing loss and as the price level is fairly high it cannot be seen yet as a real threat for 
conventional hearing aids.  
 
Lately there have been several researches concerning cord stem cell treatment ability to 
intensify to help the body heal itself. In 2005 clinical trials were done to research newborn 
stem cell therapies for damaged tissue. In 2014 Florida Hospital for Children in Orlando 
and Cord Blood Registry launched a study of the use of cord blood stem cells to treat chil-
dren with hearing loss (Study uses cord blood stem... 2014). Earlier some research done 
with animals has shown that cord stem cells are able to heal the damaged hair cells in the 
inner ear. Basically the treatment can be done in the future with individuals own cord stem 
cells which in that case will eliminate the risk of infection and rejection problems detected 
with the stem cell treatments. It will probably take many years before cord stem cell treat-
ment could be substituting the current hearing aid treatment for the hearing loss. It might 
be substitute in the beginning for cochlear implant treatment for young children in the near 
future.   
6.1.4 Environmental analysis 
Environmental analysis is divided to two parts. In the first part I will explain Phonak Fin-
land’s business environment through PEST-analysis. Sonova has structured their business 
in a way that there is 100 % owned unit on every national market they operate. It means 
that mainly Sonova subsidiaries focus only on their national environment. In some of the 
cases there can be one unit operating on larger areas. Phonak Finland is responsible for 
Finland’s national market and there is no possibility to enter outside Finnish borders. As 
Finland is modern, demographic, politically stable and economically strong country there 
is no reason to do excessive PEST analysis. In the second part I will focus more on busi-
ness environment by constructing scenario analysis based on the semi structured inter-
views.  
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Politically Finland is very stable parliamentaristic society based on Montesquieues tripar-
tite system where legislative, executive and judiciary power is separated. In Finland peo-
ples elected parliament is executing the legislative work with certain minor role also at the 
president. Parliament elects the Prime minister who forms government which uses execu-
tive power. Judiciary power is exercised by independent courts of law. 
 
Health care in Finland is executed by municipalities. This was legislated 1972 in National 
health act which changed the whole health care system in Finland. Before the change 
health care was arranged by municipality doctors. New act stated that municipalities are 
responsible of arranging health services by establishing health centers (Kansanterveyslaki 
66/1972). Health care law defines how the health care should be organized in municipali-
ties. Medical device law states a specific regulation how patient’s rehabilitation should be 
planned and provided with aid of medical devices. This law is guiding the hearing care 
services.  
 
There has been a lot of political movement around health care lately. Finnish economy has 
been struggling along with all the other European economies which have pressured the 
state economic budgeting and planning. Even though there are problems Finland is still 
seen as a strong economy because of the robust economic fundamentals (Website of World 
economic forum, 2015). Finland is ranked as world 8th competitive country in the world. 
Main reasons for Finnish economy weakening are according to World Economic Forum 
poor development of key exporting industries (information technology and paper industry) 
and economic shock of one of the largest trading partner Russia. OECD also points out the 
problems related with Finnish fast increasing aging population (Health at a glance 2013). It 
challenges the society as old age dependency and pension costs are increasing. It will put 
pressure on the health care system as demand for health care services will increase while 
the financing of the services is struggling due to diminishing economy. Characteristic for 
the Finnish aging problem is also the weak figures on expected healthy life (Leikola 2011). 
We top in life expectancy years but we fall down on expected healthy life (Health at a 
glance 2013). This means that we have a large early retiring aging population which also 
uses relatively often the health services. One of the recommendations from OECD was also 
to enhance the public sector efficiency. The late and present government is targeting effi-
ciency with their reform of social welfare and health care. 
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The reform of social welfare and healthcare started during the former government. To be 
able to keep up the level of good service quality the size of municipalities should have 
been increased. Government tried to do it by forcing the municipalities to join with each 
other but it did not succeed. Now the new government outlined the reform from new point 
of view by setting the responsibility of arranging the services for independent areas which 
would be large enough to be able to keep up the good service level (SOTE ja itse-
hallintouudistus, 2015).  
 
One of the main problems in the present social and health care system is the multichannel 
financing of these services. Financing is collected from 6 different sources which are mu-
nicipality and state financing, statutory and voluntary insurances, employer and customer 
payments (valtioneuvoston viestintäosasto, 2015). New proposal for financing is based on 
either state financing or to proposal that these independent areas would be granted the 
power of collecting taxes. Government has outlined though that whatever way the financ-
ing is enforced there is no possibility to raise labour tax or total tax ratio. This will proba-
bly lead to an extensive tax reform and if the development of the social and welfare sys-
tems has been difficult so far the tax reform will also be problematic to lead through.  
 
Another remarkable reform is the free choice where a patient would like to get the health 
services. It has been valid for the public health care from the beginning of 2014 but the 
new outline would also make possible to choose from the private provider. In these cases 
also the money follows the patient principle would be valid which basically means that 
publicly financed health care services should also be possible to choose from private side. 
That would most likely to have an effect on private hearing care markets. 
 
Different cultural values and manners effect on customer needs and therefore they are very 
important for the marketing strategists to understand. Gert Hofstede is social scientist who 
has developed a system to measure the cultural dimensions of different countries. The di-
mensions in his study are: power distance, individualism, masculinity, uncertainty avoid-
ance, long term orientation and indulgence. Finland is usually geographically grouped as a 
Northern Europe country and Nordic Countries are usually seen culturally very homoge-
nous area. There are though some differences and on figure 20 there is comparison be-
tween Finland and Sweden according to the Hofstede’s model. 
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With the term power distance Hofstede means attitude of the culture on fact that all indi-
viduals in society are not equal. Finland is scoring low as on all the other Nordic countries 
also where equality is one of the main principles in society. Hierarchies are disliked and 
informality in communication is a basic rule.  
 
 
   
    
 
 
 
 
 
 
 
 
Figure 20 Cultural dimensions of Finland and Sweden according to Hofstede. 
 
Finland is seen as individualistic country where people are expected to take care of them-
selves. This is very western European characteristic and when compared more on western 
European context Finland is not seen distinctively an individualistic country (France 71, 
Italy 76, Denmark 74 and UK 89) so there might be also some collectivism in Finns.  
 
In masculinity Finland scores low as all the other Nordic countries where femine values 
caring for others and quality of live obtain. Conflicts are solved by compromising and 
through negotiations. Free time and flexibility are favoured. 
 
Uncertainty avoidance means how the culture confronts uncertainties. Cultures with high 
uncertainty avoidance maintain codes of behavior and beliefs and are intolerant for uncon-
ventional behavior and ideas. There is need for rules and innovation may be resisted, preci-
sion and punctuality are respected and security is important. This is where Finland differs 
from other Nordic countries. 
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In long term orientation Finland scores low meaning that Finns are normative and prefer to 
maintain traditions and norms and are suspicious to societal changes. Comprehensive work 
for long term focus is low and quick results are appreciated. 
 
Indulgency is the extent where people try to control their impulses and desires. Finland is 
seen and indulgent country where society tends to allow people to enjoy life and have fun. 
Freedom and leisure time is strongly valued and children are raised in free way (Website of 
Hofstede 2015). 
 
Finland is technology driven country. It invested 3,309 percent of its GDP in research and 
development in 2013 which means fourth position on top OECD countries (Gross domestic 
spending on research, 2015). Finnish technology industry counts 45% in goods and 50% of 
the services from total export (Suomen teknologiateollisuuden vuosikirja, 2014). Even 
though Finland is quite conservative and traditional country as it was seen on Hofstede’s 
analysis above Finns tend to absorb new technology and technical devices.   
 
Scenario analysis is a tool to analyse future development by creating different possible fu-
ture outcomes. I will first discuss about the key factors and variables which will effect on 
future hearing care market. Then I will present three different scenarios what would possi-
bly be the market development in the hearing care business. In this analysis I will investi-
gate the possible outcomes in 4 to 5 years period of time. Markets are driven by the gov-
ernmental hospitals and their purchases via tender system. As approximately 90% of the 
hearing aids in Finland are distributed through this channel it is the main question to pre-
dict what will happen with the public sector hearing care in the future. The development in 
public hearing care sector will also form the private hearing care market. There is unques-
tionably strong linkage between these two sectors therefore it is important to understand 
the development when planning strategy for the business. I will not predict here what will 
be the Finland’s national economic state in the next years so macroeconomic development 
will be out of scope on this analysis. The starting point for this scenario analysis is pre-
sumption that Finnish economy will be in stagnated state for next few years which is gen-
erally the view in many economic forecasts.  I will also not trying to predict technical de-
velopment in forthcoming years which probably will have an effect on future development 
in hearing care. This scenario analysis will be based on the analysis I made so far in this 
study and to the three semi-structured interviews I presented in methodology chapter. 
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Main driver for future hearing care markets is the aging population in Finland. According 
to OECD the development is one of the fastest in Europe (Health at glance 2014). Finnish 
statistical office estimates that on year 2020 the amount of over 60 years old will be 1,6 
million and over 75 years old half a million (figure 21). The population over 60 years of 
age will therefore increase 8.5% in next 5 years. Mainly hearing impairment starts at the 
age of 60 years and according to study by Jaakko Salonen approximately 50% of over 75 
years have a hearing impairment which requires rehabilitation (Salonen 2013, 11). This 
aging development challenges the public health care and is generating the present health 
care reforms. 
 
The increasing amount of patients needing hearing care services and the ongoing problem-
atic financing will pressure the hospitals to rethink their focus and service arrangements. 
At the moment hearing care is categorized entirely as special health care. All the inter-
viewees were of the opinion that age related hearing care should be managed in munici-
pality level by local health centers and district hospitals (Ylihakola, Katajisto and Pekkala 
2014). Central hospitals and university hospitals should focus more on hearing problems of 
children, people of working age and special hearing problems. Ylihakola estimates that 
70% of the patients could be the ones suffering from age related hearing problems. How 
the hearing care of that patient group will be arranged will also have a considerable effect 
on hearing care markets. 
 
 
Figure 21 Finnish population over 60 years of age (Tilastokeskus) 
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Tenders are the tool which public sector has used successfully on their procurement activi-
ties. Success is based on the way how it has been used to purchase larger volumes and that 
way press down the price level. Special health care has developed more and more to tech-
nologically orientated direction which has had significant effect on cost level. Now the ma-
jor share of municipal income is used on special health care and when income has dimin-
ished as state financing is cut the tender procurement is being emphasized to decrease costs 
(Mattelmäki 2014). Tenders also have an effect on how private market is formed. To be 
able to keep up good profitability the hearing care providers try to offer hearing aids which 
are not top models or with best possible quality. This will drive part of the patients to pri-
vate sector to get state of the art products and individual service. How the procurement is 
arranged in governmental hospitals in next few years will therefore form also the private 
hearing care market. 
 
Health and wellness is a global megatrend. People in western countries are more willing to 
invest on their own wellbeing. The increasing amount and value of leisure time drives peo-
ple to invest on their wellbeing and health to be able to more enjoy the leisure time activi-
ties. Rapid development of health care devices and overall awareness of different technical 
aids increase interest to spend on them. This megatrend has had slow but visible effect on 
hearing care markets. The status of hearing aids is little by little changing from sign of dis-
ability to just technical aid (Palmer 2014).  
 
In 1st of August 2009 the act of service voucher was launched in Finland (Laki sosiaali- ja 
terveydenhuollon palvelusetelistä 569/2009). It means that municipality pledge to compen-
sate part of the social and healthcare costs purchased from private sector by launching 
vouchers. This voucher system when expanded will more than likely have remarkable ef-
fects on companies who sell health care devices. Instead of offering for example hearing 
aids for government hospital tenders the company would act with end users in cooperation 
with municipalities. Municipality will decide who will be the supplier of the service or 
product by accepting the producer who will fulfill the criteria or through competitive bid-
ding. It will also decide the value of the voucher. Usually it is defined to same value as 
municipality would pay when acquiring the service from for example local central hospital. 
If the customer wants to have better quality products or services they will pay the differ-
ence from their own pocket. 
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Outsourcing is a tool which hospitals use to manage their queues. Outsourcing has generat-
ed the private market in Finnish hearing care. In March 2005 statutory care guarantee came 
into effect (Laki kansanterveyslain muuttamisesta 855/2004). It meant that in unhurried 
care situations patients are guaranteed to have a medical care in special care treatment 
within 6 months. Before the guarantee was placed in certain areas the waiting time in worst 
cases was more than a year to get treatment for the hearing loss. First the hospitals tried to 
manage the situation by offering different compensation packages for their own staff to do 
extra hours. As the volumes grew they started to purchase ear mould production outside 
the hospitals. As that was not enough to manage the queues they started to purchase fitting 
services from private providers and that was the starting point for development of private 
market (Pekkala 2014). 
 
In first scenario autumn 2016 government bill on welfare and health care gets stuck in par-
liamentary processing. Opposition does not have faith on financing package as first of all 
they think the structure will increase the costs and secondly the suggested cost saving pro-
gram is not credible and the targeted 3 billion EUR cost saving cannot be reached. The bill 
will be rejected and parties fall into endless dispute about the model of financing the re-
form. Finally it will be left to next government after the 2019 election.  
 
In governmental hospitals the amount of patients is increasing due to the aging develop-
ment and better product awareness on new patient generations. There is emerging need for 
audionoms and to cope with the situation extra audiology courses are arranged to get new 
personnel.  
“...there is severe shortage for persons. Lots of audionoms are retiring...” (Pekkala 2014).  
Age related hearing care is more and more delegated to municipality health centers where 
audionoms are performing hearing tests, taking models for earmoulds and managing also 
the patients control visits.  
“...in Oulu city hospital hearing center they hired already audionom to do the first visits of 
patients with age related hearing impairment where hearing tests are done and the model 
for earmould is taken. University hospital is then fitting the device and hearing center 
takes care of the control visit...” (Pekkala 2014).  
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Procurement of hearing care is arranged by tenders and there are now three purchase 
groups to cover the whole country. 
“ ... I could think there will be two to three tenders but clearly lesser than today...” 
(Ylihakola 2014). 
Tender requirement for newly launched products and tense competition on large tenders 
has resulted that two brands have exit the Finnish market. 2018 a new brand from China is 
launched through Finnish agent with broad assortment and very competitive prices. They 
conquer market share in fast phase with efficient logistics and extremely low price level 
which attracts the governmental hospitals. To be able to compete the existing major brands 
narrow their organisations to be able to cut the costs and respond to competition. Logistics, 
service and administration is centralized in European service centers and increasing 
amount of customer support is processed through web portals. 
 
In second scenario the welfare and health care reform is progressing on timetable. After the 
2015 difficult decision on quantity of regions, the negotiations start to progress in time. 
There is good spirit and consensus between government and parliament which simplifies 
construction of the difficult financing issue. In the beginning of the 2016 the government 
decides the distribution of workload between municipalities and autonomy regions based 
on the request on comments from municipalities and federations of municipalities. The fi-
nancing package is then formed where autonomy regions get the power to collect taxes. As 
agreed the free choice of provider for the patient between public, private and third sector 
actors comes into effect. Welfare and health care reform takes place on time starting 1st of 
January 2019. 
 
The quantity of hearing impaired who seek for care increase significantly due to the aging 
population and growing awareness of hearing care treatment. As the technology and design 
of hearing aids has improved exceedingly the threshold of seeking help has lowered. Due 
to the increase of patient quantity in special healthcare the workload needs to be rearranged 
between special and basic health care. Aged related hearing care is directed to municipali-
ties and specialized health care is focusing on children’s and special hearing impairment 
problems. 
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“...central hospitals and university hospitals will take care of the children, possibly work-
ing age and disabled hearing impairment patients. In some of the hospitals the “easy” 
cases are already outsourced...” (Katajisto 2014). 
There is lack of audiological experts in Finland as the education of audionoms is not in suf-
ficient level. This effect on municipalities’ ability to arrange services needed. That is why 
in some of the municipalities services need to be outsourced to private sector.  
“...if we think about the smaller municipalities they are not able to arrange these services. 
For example in 2013 TAYS shifted over 65 years old hearing impaired patients to munici-
palities and Ylöjärvi got hundreds of patients. As they were not ready to suddenly take care 
of these patients they needed to outsource the service to private sector...” (Ylihakola 
2014). 
The lack of resources and knowledge needed in the municipalities means that the outsourc-
ing is managed by the 15 new welfare and health care districts which are based on the 18 
autonomy areas. In areas where the need for assistance is acute, the health care district ar-
ranges the tender where three to five private providers are chosen to arrange the hearing 
care services in municipalities.  
 
In these municipalities the financing will be arranged through service voucher system. End 
user will be the owner of the device and therefore responsible of all the service which is 
out of scope of the warranty. Health care district defines the value of the service voucher 
which is close to the fee paid when purchased from special health care sector. The fees and 
the providers are published when the tender process is ready. 
“...service voucher will be one financing mean for purchasing of hearing aids as it is al-
ready used in certain operations in special health care. Before that the problem with the 
ownership of the device must be solved. Maybe it will like in Sweden where the end user is 
the owner of the device...” (Ylihakola 2014). 
In third scenario also the welfare and health care reform progress right on the schedule as 
in second scenario and takes effect on 1.1.2019. Anyhow the health care costs have risen in 
rapid pace due to the expensive special health care. New treatment methods and technolog-
ical development increase the cost level. Increasing amounts of patients, as indicated in 
population aging statistics and weak figures in expected healthy life, need more care and 
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that way increase the health care costs. Health care reform was not able to cut the cost 3 
billion as targeted by the government. Hospitals need to rearrange radically their processes. 
They focus more on demanding special care treatment and therefore part of the treatment is 
relocated to basic health care, private and third sector providers. As basic health care does 
not have adequate resources, age related hearing care is outsourced to private sector. Pa-
tients are able to get imbursement in the form of service voucher. Opticians and pharma-
cists enter to the market. 
”…older people need the service to be nearby available and for example pharmacists and 
opticians have already extensive shop coverage also in the smaller towns...” (Katajisto 
2014). 
There is a lack of audiology professionals so the opticians and pharmacists purchase audio-
logical services from audionoms who circulate the regions selling their expertise through 
web based reservation system. Opticians and pharmacy personnel are trained to do the 
basic customers service. 
“…there is one audionom who circulates the places like the eye-specialists do and shop 
staff takes care of basic services like changing hooks and hoses, earmould modelling, sell-
ing batteries...” (Katajisto 2014).    
6.2 Internal analysis 
Internal analysis is focused on company’s capabilities and resources. These attributes 
should be examined from the competitive advantage point of view. What are the capabili-
ties which give advantage on the market compared to competitors? Are there any resource 
gaps that might prevent company to achieve the targets? Basic tools for this analysis are 
SWOT and value chain analysis. SWOT shall be used in internal analysis only from the 
strengths and weaknesses point of view. 
6.2.1 Resources 
Phonak Finland is small organisation which main function is distribution of Sonovas prod-
ucts to Finnish hearing care markets. Strict value chain analysis in companies this size 
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should not to be done in too detailed level. If for example in some of the activities there is 
FTE (full time equivalent persons) of 0.5 then the detailed investigation with full scale fi-
nancial analysis is not meaningful.  
 
Phonak Finland’s primary activities consist of inbound logistics, outbound logistics, sales 
& marketing and service. These activities have direct contact to customer base. Support 
activities are firm infrastructure, human resource management, technology and procure-
ment. 
 
Inbound logistics and outbound logistics are managed with the same personnel as it usual 
is the case in the companies this size. Inbound logistics consist of receiving and storing the 
products. Physical size of the products is very small and therefore does not need remarka-
ble space for storage which makes the storage costs low. There is no production on site as 
the company acts as distributor of the products. Outbound logistics consists of picking, 
packing and delivery of the goods. Same personnel manage the inbound and outbound lo-
gistics in the same space and therefore there is a tight linkage between these activities. De-
velopment of processes on these activities can be done during the hands on work and there-
fore information gaps do not exist. Major part of the products which are managed by the 
logistics is inter-company products which link the inbound logistics tightly to supplier pro-
cesses. Headquarter observes efficiency of the logistics with monthly KPI reporting for 
example on stock turn over etc. Compensation of logistics personnel is dependent on how 
the KPI figures are reached. The share of the 3rd party products is relationally small which 
does not demand any development of tighter linkage with the suppliers.  
 
Outbound logistics delivers products mainly to governmental hospitals which manage their 
purchases through tender system. There are some demands on tender agreements which 
apply to logistics mainly concerning the time of delivery in days (appendix 1 tarjous-
pyyntö). Part of the deliveries is done through consignment stock system. Goods are deliv-
ered to consignment stocks of the clinic and customer will inform when the product is fi-
nally delivered to end user and can be invoiced. Consignment stock system is used as sales 
promotion activity and it is based on the demand of trial time of the hearing aids which is 
stipulated on law of healthcare instruments. It is very convenient to clinics as they do not 
need to invest any financial resources to stocks. Control of the consignment stocks is prob-
lematic as the customer seldom feels thorough interest to manage these stocks as they are 
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owned by the distributor until the final delivery is done. Here is a need for development of 
tighter and value adding linkage between the outbound logistics and customer. Outbound 
logistics also delivers goods to the third channel of distribution, the shop. This is very flex-
ible as the shop is located in the same premises as the logistics.  
 
Sales and marketing consists of sales team which is divided to different areas of responsi-
bilities mainly based on product groups or customer groups. Governmental hospitals pur-
chases through tender system mainly form the processes of sales team. Tender require-
ments demand certain activities which sales team provides. Main function is the product 
training. Sales activities are mainly done at these product trainings and demonstrations. 
There is also couple of national exhibitions for hospital audiologists and hearing center 
personnel where the sales activities are done. Tender system and tender requirements links 
strictly the sales team to governmental customers. Tenders not only require the product 
training but also technical daily support should be provided by telephone (appendix 1 
tarjouspyyntö) which takes remarkable share of sales departments resources. 
 
Marketing is mainly managed by sales team members and also by outsourced external con-
sultants. Phonak Finland is lacking marketing resources especially when acting on private 
market. Private market is different in nature compared with the governmental market and it 
requires different approach in marketing. At the moment marketing is performed by many 
different persons in the organisation and basically it is focused only on advertising activi-
ties. These activities are triggered by different customer requirements and done based on 
these requirements reactively whenever there is time to do it and with lack of proper coor-
dination and long term planning.   
 
Service and after sales activities are done by one person service staff with some additional 
help from sales and marketing function. Service as function is also very much formed by 
the governmental tender agreements. They strictly define how service and service training 
for hospital service departments needs to be provided (appendix 1 tarjouspyyntö). Service 
is also taking part to required technical support by telephone.  
 
Support activities consist of administration personnel and country manager which forms 
the firm infrastructure. Human resource management is managed through firm infrastruc-
ture. As the resources are scarce the human resources management consists mainly of fill-
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ing up forms and policies send by headquarters HR department.  Local training of the staff 
is not planned or coordinated and it is mainly triggered reactively and usually from the 
headquarters or other parts of the organisation. Main reason is the tight budgeting which 
restricts possibilities for local development work. Technology development and support for 
primary activities is provided by the headquarters of the company. IT development is 
strictly guided from headquarters. Product training and service training for staff is provided 
by the headquarters by sending materials and arranging training session in web and at the 
headquarters. It also provides service manuals and procedures for service work. Market 
research is managed yearly by headquarters and part of the staff compensations is bound to 
its results. Procurement is mainly done locally except the certain share which comes from 
headquarters. Spare parts, part of the marketing material and computers are purchased 
through headquarters. Purchases are mainly done reactively triggered by needs identified 
by the personnel. No special procurement processes are used. 
 
There are two strong forces which form the activities of Phonak Finland. Phonak is part of 
the global Sonova which links the primary activities strictly to supplier and that way forms 
processes. For the moment Sonovas subsidiaries in Nordic countries are under process 
changes which will tie them more closely to Sonova processes. Other force is the signifi-
cant customer group governmental hospitals which through their concentrated procurement 
system also links the company strictly to their processes and uses strong bargaining power. 
When these linkages are managed efficiently it will result competitive advantage.  
 
Being a part of global large company the small unit is easily kept busy with corporate poli-
cies and directions. This might even weaken the crucial role between supportive and pri-
mary activities. This is mainly a problem in firm infrastructure and human resources man-
agement when everyday work simply does not enable enough room for development work. 
Certainly there is much support to primary activities done by the headquarters but these are 
for efficiency reasons standardized activities which are done the same way in every part of 
the company. One of the key points in value chain thinking is how the linkages between 
supportive and primary activities are managed. 
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6.2.2 Capabilities  
Phonak Finland is part of the company which is global leader in the hearing care industry. 
This position gives excellent base to lean on for competing in the national markets. Sono-
vas product portfolio is large and strong. The products are not especially superior com-
pared to main competitors but the breadth and depth of product line is extremely good. 
Sonova is focusing strongly on research and development and it launches new products on 
high pace. Brand portfolio is strong with two hearing aid brands, cochlear implant brand 
and several hearing care retail brands. Wide assortment of hearing aids is complemented 
with digital wireless products and accessories. 
 
Distribution coverage is also strength for Phonak Finland. It acts in three different markets. 
Phonak Finland has agreement with all governmental buying districts with remarkable 
share of deliveries. Private market is also well covered but there is also room for improve-
ment. Some competitors have acquired private clinics to ensure the sales of their own 
brands. This has had a diminishing effect on Phonak sales on private sector. End user sales 
is covered with own shop concept and web shop.  
 
Organisation is capable even though it is very small. The main value adding functions are 
well organized and efficient. Logistics works fluently and customer feedback is positive 
especially when dealing with fast and reliable deliveries. Service function also receives 
good feedback from customers about rapid and reliable service and good technical support. 
Sales department which also provides the training of fittings are also ranked as the best in 
the industry by the customers (Appendix 4 market research). Long term focus on customer 
relationship is resulting good feedback. Sonova headquarters is investing on product train-
ing which results as good knowledge level of sales force.  
 
Main weakness is the thin organisation. Phonak Finland is strictly steered by the headquar-
ters with budget and tight human resources policy. Recruiting is strictly forbidden unless 
there is immediate effect on sales and it should be clearly verified. As Finland is small 
market with no significant growth expectations it is not seen as an attractive investment 
target.  
 
79 
 
The quantity of the products in the market is increasing in fast pace due to the increasing 
amount of elderly people seeking solution to their hearing problems. To relieve the cost 
pressure in governmental hospitals they need to tighten the demands on tender criteria. 
This means that the price level is pressed down and to be able to keep up the good profita-
bility level the hearing aid providers need to deliver more goods on lower price. The in-
creasing amount of products challenges small organisations. Logistics and service func-
tions need to cope with the increasing work amount and find solutions to manage the grow-
ing volume. If there are no possibilities to add more staff, the solutions to cope with the 
situation needs to be find elsewhere. Basically the solution in these circumstances is to add 
resources from the other functions. That easily leads to situation where the possibilities to 
do planning and development of processes diminish as all the resources are bound to every 
day routines.   
 
Poor resource situation reflects on weak marketing function. Marketing activities are per-
formed sales personnel and outsourced consultants. Marketing in Phonak is basically fo-
cused in advertising activities and usually it is triggered from someone’s initiative.  There 
is no long term planning and coordination for marketing as a function.  
 
This resource problem also can be seen as vulnerability of the organisation. If someone in 
the organisation would turn ill for longer period it will have immediate effect on perfor-
mance. Also shorter periods of sick leaves if recurrent nature will have effect on the organ-
isation spirit when there will be reluctance to constantly help on other functions. 
7 FORMULATION AND IMPLEMENTATION OF THE MARKETING 
STRATEGY 
Sonova, the parent company of Phonak Finland, establish its business on its vision and 
mission. In their website they say that:  
 
“We foster a world in which there is a solution to every hearing loss and all people equally 
enjoy the delight of hearing.” (Sonova 2015). 
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With this statement they want to communicate that they solve hearing problems of people 
by offering most innovative technology of hearing aids. Phonak Finland can also apply this 
from its own perspective by offering wide assortment of good quality products and focus 
on service by solving problems of different customer segments. 
 
By using this mission as a guiding line the marketing strategy can be formulated by first 
thinking where the company can defeat its competitors. What is their competitive ad-
vantage? Mooradian et al. defines that company has competitive advantage if it has re-
sources or capabilities which are: 
 
1. Valuable in the market 
2. Rare 
3. Not imitable or substitutable 
4. Transferable to other markets or products 
 
(Mooradian, Matzler and Ring 2012, 30) 
 
Internal analysis in previous chapter in the mode of value chain analysis and swot gives a 
good view what that competitive advantage could be. Also the competitive advantage 
needs to be think through by choosing the generic strategy. Porter defined three generic 
strategies (chapter 3.2.7) based on the forces which drive the market (Porters five forces in 
chapter 3.2.2). 
 
Second phase in the formulation is to target your markets strategy and set the objectives. It 
sets the direction where to head and define the outcome what to achieve. Overall object 
should be chosen whether to reach for certain market share or certain profitability. Basical-
ly market share is tried to achieve on cost of profitability and other way around. Trying to 
achieve both objects will probably result confusion. To be able to set the target properly 
the company needs to know their customers. Which are the customers who to target the 
strategy and what is also important on which customers it should not. Customer segmenta-
tion analysis in external analysis chapter gives a base for this mapping.   
 
After the formulation the company should focus how to position its products on the market 
and on the customer perception. This needs information about the market. What are the 
forces that effect on the market development (PEST in chapter 3.2.3) and how it will de-
velop (Scenario analysis chapter 3.2.3)? This last phase is the implementation part where 
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company creates a tactics how to be at the market. Tool for this is the marketing mix which 
was defined in third chapter. 
 
Phonak Finland’s formulation and implementation of marketing strategy is in appendix 5. 
8 EVALUATION 
In this part I will present basic tools used in the evaluation process. Unfortunately because 
of strict time limit I am not able to present the evaluation results here. 
 
The marketing budget will be in a central role in evaluation of the marketing strategy. Pho-
nak Finland processes the budgets under Sonova headquarters budgeting guidelines. Mar-
keting budget is based on the marketing plan which is divided to 4 sections: Advertising, 
PR, exhibitions and material. All the marketing activities are under these headings and the 
plan is in monthly basis. 
 
Major part of the evaluation will be performed through analysing monthly sales figures. 
Focus will be on product group and segmental reporting. Product group reporting will ana-
lyse different product groups: BTE (behind the ear), ITE (in the ear), Roger-products, ac-
cessories and others. Advanced Bionics being a separate unit has its own reports. Product 
groups are specified in product family level where units, sales in EUR, ASP (average sales 
price) and gross margin will be analysed.  
 
Segment reporting is based on the segmentation done in customer analysis. Segmentation 
report will present all segment groups and these are break down on customer level. On 
segmentation report analyse will be focused on hearing aid sales, ASP (average sales price) 
and gross profit. Marketing costs will be analysed against these figures. 
 
Sales team will have quarterly evaluation discussions which will be based on segmentation 
report. In these discussions the focus will be on product mix, marketing costs, targeting 
and evaluation of past marketing events. Also there will be analysis on training and enter-
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tainment level which should be done according to the information given by segmentation 
report.  
 
Sonova headquarters is also performing yearly market research on company customers. It 
gives information about company performance for example in different functional level. It 
also has valuable customer feedback.  
9 CONCLUSIONS 
Health care is in the state of change. At this moment there are many different working 
groups in ministries, parliament teams and civil servants preparing different reports con-
cerning new health care districts, administrative reforms and financial reforms. These 
changes shake the Finnish society up all the way to the constitutional level. New reform 
will touch remarkable amount of citizens and effect on their everyday life. It will also chal-
lenge wide amount of different companies who act around health care cluster.  
Changes in the tightly competitive business surroundings enforce companies to rethink 
their activities and adapt to the reshaped operational environment. The adaptation is much 
more comfortable if the environment is known and there is more knowledge of the struc-
tural dependencies between different actors in the market. Deep understanding of the sur-
roundings simplifies the difficult decision what would be the best way to go.  
 
The general object of this study was to create a marketing strategy to Phonak Finland so 
that the company is able to reflect to the changes in its environment. Basically the whole 
process of creating the marketing strategy is important to understand and therefore I point-
ed out some specific objectives as a guiding line through this thesis. External and internal 
analysis lays down the foundation for understanding the company position in the market. 
These analyses also give knowledge to map what will be the development in the near fu-
ture. That way the targets can be more precise and meaningful. Proper targets and goals 
assist selecting the right path and which tools are needed when trying to achieve these tar-
gets and goals. People and organisations learn from their mistakes and that way it is im-
portant to also evaluate the steps which are taken on this path.  
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Aging of population challenges the present health care system. It increases amount of pa-
tients in hospitals. Finland’s under average results on expected healthy life figures acceler-
ate the increasing demand of health care services. Reducing amount of working age popu-
lation erodes the financing of these services. The overall development requires actions 
which present government aims on its social and health care reform. Conservative gov-
ernment offers solution where also the private sector will play a part. System of free choice 
of provider would allow also private providers to be one possibility when service is need-
ed. This will change the market especially if age related hearing care will be transferred 
from university and central hospitals what happened in Tampere a while ago. Patients with 
age related hearing form a remarkable share of the hearing impaired which will wherever 
directed change the structure of the market. 
 
Future looks always uncertain and especially in the situations when remarkable structural 
changes are happening in the environment. Future research is based on researching the pre-
sent time. In strategic planning the ground work of analysing the surroundings is signifi-
cantly important. It gives information how to understand the dependencies, linkages and 
relations between different forces which drive the market. In smaller companies focusing 
on burdensome analysis is often a resource problem. I many cases the overcoming day-to-
day tasks fills up the mind and there is seldom room for proper planning work. It is also 
sometimes easier and even more acceptable to bury oneself to familiar routines than in 
vague planning work. In the beginning of this thesis I referred to large research about what 
successful companies have in common. One of the main characteristics was strategical 
planning. That research gives strong implication for importance of strategical planning.  
 
One purpose of this study was to find out how strategical planning could be done also in a 
smaller company. Goal was to structure the marketing strategy process so that it would be 
suitable to use also in other companies. Perhaps in the future a study could be done focused 
on developing a kind of a template how to proceed in certain steps to create a marketing 
strategy. 
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APPENDIX 
Appendix 1. 
Request for quotation of hearing aids and accessories by Pirkanmaa health districts ERVA 
area. 
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Appendix 2. 
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